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WORK OF THE : BOARD. | Three directors have been chosen by. the 


Federal. Reserve Bank of Atlanta, as follows: 
The work of the Federal Reserve Board dur- | “Mr. Sol. P. Wexler, of New Orleans, La. 


ing the month of July has included the follow- | Mr. John H. Fulton’ of New Orleans, La: 


ing principal elements: Mr. W. J. Davis, of Jackson, Miss. 

(1) The preparation and issue of new regu- | One additional director remains to be chosen 
lations relating to trade acceptances, designed | }y the Federal Reserve Bank of Atlanta, and 
to facilitate the discounting of bills of exchange | this director will act as manager of the Han 
drawn against sales of goods and accepted by ~ During the month the board has had under 
purchasers. very careful consideration the question of time 

(2) The preparation and issue of complete and conditions under which Federal reserve 
regulations (in conjunction with the’Treasury banks should begin to act as fiscal agents of the 
Department) governing the redemption and United States Government in accordance with 
return of worn and eyvenyaing Federal reserve the provisions of the Federal reserve act. 
notes. Considerable work has been done during the 

(3) Investigation of conditions as to the month by the committee on State banks and 
moving of crops, the holding of conferences re- the division of audit and examination in mak- 
lating thereto, and the issue of special instrue- ing the necessary arrangements for the admis- 
tions to Federal reserve agents thereon. sion of State banks applying for membership in 

(4) Review of conditions relating to the the Federal reserve system, in arranging with 
granting of trustee and executor powers, and State bank authorities for the supplying of the 
the establishment of a definite policy regarding 2¢cessary information, and in investigating the 
theacoumtiien _status of the various applicants for admission. 


(5) Study of methods for obtaining full The procedure now in force with reference to 
information regarding the condition of mem- admission, 18, 45 brief, ap follows: ... 
ber banks, for use by Federal reserve banks in ha pe? ma y ag soenneriee fa ad- 
passing upon rediscount applications, and the | BION ME Oe 7 & SHEE OF, SOUR, 


_with the necessary instructions, is to be sent 
holding of conferences relating thereto. | to the Federal reserve agent. 


Pursuant to the announcement made some 9. After receipt of an application from the 
months ago, the Board has compiled @ com- foderal reserve agent, reports, digest, and 
plete tabular showing of the expenses and | »o¢ommendation are to be submitted (a) to the 
earnings of the Federal reserve banks from the | committee on admission of State banks for 
date of their organization to the close of busi- approval; (6) to counsel for approval as to 
hess on June 30, 1915, and presents the figures | egal form of application and as to the legality 


in this issue (p. 176). of suggested conditions; (c) to the Board for 
Further steps have been taken toward the | final approval. 


organization of the New Orleans branch of the; During the month of July members of the 
Federal Reserve Bank of Atlantg by electing | Board have with its approval accepted invita- 
directors and making tentative plans with re-| tions to appear before various ‘gatherings of 
spect to the undertaking of business, Three | bankers and to address them on questions re- 
directors have been chosen’ by the Federal Re- lating to the Federal reserve system. This is 





serve Board, as follows: in pursuance of the policy of the Board of 
Mr. P. H. Saunders, of New Orleans, La. keeping in touch with the various organiza- 
Mr. Albert P. Bush, of Mobile, Ala. tions and informing them of the Board’s atti- 





Mr. James E. Zunts, of New Orleans, La. tude as to pending problems. 
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EARNINGS AND EXPENDITURES OF FEDERAL RESERVE 
BANKS. 


Several months ago the Federal Reserve 
Board authorized the publication of a com- 
parative statement of earnings and expenses of 
all Federal reserve banks for the period ter- 
minating at the close of business June 30, 1915, 
the banks having been opened on November 
16, 1914. It was directed that the statement 
of earnings and expenses be published periodi- 
eally thenceforward. 
Accordingly there is herewith presented a 
comparative statement of earnings and ex- 
penses for the period November 16, 1914—June 
30, 1915. The classification employed was 


submitted to the governors of reserve banks | 
at their recent meeting in Chicago, on June 14, | 
1915, and has since then been informally con-_ 


sidered with other operating officers. 

The statements of expenses and earnings of 
the 12 Federal reserve banks, submitted by 
the banks at the request of the Federal Reserve 


Board as of June 30, 1915, show that the sys- | 


tem is paying current expenses and carrying 
a surplus to its organization, equipment, and 
cost-of-notes accounts. The earnings of the 
system from November 16, 1914, when the 
banks were opened, to June 30, 1915, were 
$918,588.59, or about $25,000 over current 
expenses. During that period expenditures of 
about $1,777,000 were incurred, but of this sum 
$378,922 was for organization expenses, 
$202,136 for equipment, and $302,159 was the 
cost of preparing Federal reserve notes. These 
expenditures should be distributed over a period 
of perhaps several years of operation. Current 
expenses during the seven and one-half months 
were $894,117. The first order placed for 
Federal. reserve notes was for $250,000,000. 
After consultation with the operating officers 
of the Federal reserve banks a second order for 
a similar amount was given, making the total 
of such notes prepared $500,000,000. 

The earnings of the system during the month 
of June were $163,747.07, or more than one- 
third greater than the average monthly earn- 







| ings for the seven and one-half months since 
|November 16, 1914. Current expenses for 
_June were, however, only $122,473.92, which 
| is less than 3 per cent in excess of the average 
-monthly current expenses of the banks to 
June 30. These figures furnish a basis of © 
comparison between conditions at this time 
_and the average for the entire period covered 
by the statements of expenses and earnings. 
| The statement, a complete detailed analysis 
_of which follows, shows average earnings for 
| what may be roughly termed the first one-half 
year of the operation of the system of 4.3 per 
cent on capital, against an average percentage 
of current expenses to capital of 4.2 per cent. 
The Federal Reserve Bank of Richmond reports 
7.5 per cent of net earnings, by which is meant 
total earnings less current expenses, and the 
Federal Reserve Bank of Atlanta earnings of 
6.1 per cent. The net earnings of the Federal 
Reserve Bank of Dallas for the same period are 
2.4 per cent. Gradual growth in the financial 
strength of the banks is seen in the fact that 
for June earnings in excess of current expenses 
were shown by the Federal reserve banks of 
Boston and San Francisco, besides the three 
southern banks and the New York and Chicago 
banks, which show excess of earnings over cur- 
rent expenses for the entire period under con- 
sideration. 





I. EARNINGS. 


The total earnings of the Federal reserve 
banks from November 16, 1914, the day the 
banks were opened for business, to June 30, 
1915, amounted to $918,588.59.+* Of this total 
about 59 per cent was from notes discounted, 
over 24 per cent from municipal warrants, @ 
little over 10 per cent from acceptances, about 
6 per cent from United States bonds, and less 
than 1 per cent from miscellaneous, mainly - 
exchange, operations. 

_ Over 37 per cent of the total earnings are 
credited to the three southern banks, the earn- 
' ings of the Richmond bank being exceeded only 
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by those of the New York bank, whose paid-in 
capital is, however, almost 25 per cent in excess 
of the combined paid-in capital of the three 
southern banks. In all four banks, viz, New 
_ York, Richmond, Chicago, and Atlanta, each 
report over $100,000 of total earnings for the 
seven and one-half months under discussion. 
These four banks, as well as Dallas, show an 
excess of earnings over current expenses. 
While nearly 60 per cent of the total earnings 
of all the banks is derived from rediscounts of 
commercial paper, this percentage is very close 
to 100 in the case of the three southern banks, 
and much less for the eastern banks, whose 


municipal warrants. This is particularly true 
of the New York bank, whose earnings from 





II.—ExXPENDITURES. 
A—Current expenses. 


Of a total expenditure for the system of about 
$1,777,000 incurred to June 30, 1915, the cur- 
rent expenses of the banks since November 16, 
1914, constituted about 56 per cent. Over 63 


-per cent of the current expenses of the banks 


went as compensation for personal services 
and over 55 per cent as salaries to officers and 
the clerical staff of the banks. This percen- 


| tage, while varying from bank to bank, shows, 
| however, but little variation by geographic 


| sections, the four eastern banks, for instance, 
principal earnings are from funds invested in | 


investments in the latter class of paper consti- | 


tuted over 60 per cent of its total earnings. 
about 50 per cent and Cleveland over 42 per 


cent of all earnings from this class of business. 


investments in United States bonds than from 
investments in municipal paper, which is issued 


indicating the same percentage of officers’ and 
clerks’ salaries as the four western banks, viz, 
55 per cent as against 53 per cent shown for the 
three southern, more active, banks. Over 11 


per cent of the total current expenses is repre- 
The Boston and Philadelphia banks report 


sented by the item “Rent,” and about 7 per 


cent by the item “Printing and stationery.’’ 


The operating ratio of the banks, i. e., the per 
The western banks, including San Francisco, | 


show, without exception, larger earnings from > 


mainly by eastern cities. Thus, the Chicago | 
bank reports 25.6 per cent of its total earnings | 


under the head of United States bonds, as 


against 25.5 per cent under the head of “ War- | 


rants”; St. Louis, over 16 per cent from in- 


vestments in United States bonds, as against | 


less than 5 per cent from warrants. Minneap- 
olis shows relatively larger earnings from war- 


rants, having purchased late in December of | 
last year a relatively large amount of short-— 


term notes of the State of Minnesota. As a 
through the eastern banks. Cleveland is the 
only eastern bank to report any earnings under 
the head of United States bonds. 
$92,000 earned from acceptances the share of 
the eastern banks is over 73 per cent. Of the 


banks. 
rule, the western banks purchase these warrants | 


Of the | 


cent relation of the total current expenses to 
earnings shows a falling tendency, this ratio 
being 97 per cent for the period since Novem- 
ber 16, 1914, and less than 75 per cent for the 
month of June. 


B—Organization expenses. 


The organization expenses of the banks con- 
sist in the first place of amounts contributed 
by the banks to defray the expenses of the Fed- 
eral Reserve Board, the total for the period 
since November 16 being $191,921.94. These 
contributions, beginning with July 1, 1915, will 
be included among the current expenses of the 
Over $187,000 expended for local re- 
quirements by the banks prior to November 16, 
1914, are also classed as organization expenses. 


C—Equipment. 
Expenditures of a non-recurrfng character 


_made in the purchase of furniture, safes, ma- 


western banks Chicago and San Francisco only | 
report substantial earnings from this class of 
business, a large portion of which comes to. 


them through the Federal Reserve Bank of 
New York. 


chines, and the cost of installing fixtures, vaults, 
etc., have been brought together under the 
above common head. This expenditure re- 
sults in the acquisition of a more permanent 
form of assets which should be spread as an 
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expense over theventire period of use, and not 
merely over the first fiscal year. 


D—Cost of Federal reserve notes. 
For similar reasons the cost of printing and 


shipping the Federal reserve notes has been 
set up separately and will be charged only in| 


part to the first year’s expenditures, 


EARNINGS AND CURRENT EXPENSES. RELATED | 


TO AVERAGE CAPITAL. 


The earnings and current expenses of the sev- 
eral banks have been related to the average cap- 
ital of these banks. This average was obtained 


by using for the periods of November 16, 1914, | 
to February 1, February 2 to May 1, and May 2 | 
to June 30, the amounts of capital reported for | 


each bank as at close of business on November 


19, February 4, and May 7, respectively. These | 


figures were multiplied by 78, 89, and 60, the 


number of days in each of the three periods, 

and the sum of the three products for each bank 
_was divided by 227, the number of days from 
| November 16, 1914, to June 30, 1915. In this 
"manner a weighted average capital was ob- . 
tained, which, it is believed, is sufficiently ac- 
curate for the purpose of calculating the per 
cent relations between earnings and capital 
and expenses and capital. These latter per- 
centages were obtained by using the weighted 
capital of each bank as divisor, and the earn- 

ings and expenses as dividends. The quo- 
| tients thus obtained were multiplied by the 
| fraction $$4. * 

The following table shows the amounts of 
capital used for each of the three periods, the 
weighted average capital, and the percentages 
_ of earnings and expenses to the capital of each 
reserve bank for the period November 16, 1914, 
to June 30, 1915: 


Earnings and current expenses of the Federal reserve banks related to their average capital. 
[In thousands of dollars.]} 





Federal reserve banks. 


Capital reported at close of business 
on Fridays. 





Noy. 19, 
1914, 


Feb. 4, 
1915. 


“1916.” 
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THE COTTON SITUATION. 


On June 30 the Federal Reserve Board, with 
a view to informing itself thoroughly regarding 
the situation in the cotton States and the prob- 
lems to be met in moving the cotton crop this 
year, appointed a special committee to inves- 
tigate and report on the status. That the 
Federal reserve agents might be advised of the 
desire of the Board and might furnish such data 
as were in their possession, Mr. W. P. G. Hard- 
ing, member of the Board and chairman of the 
special committee, issued the following letter to 
the Federal reserve agents in the cotton region: 


The Federal Reserve Board, realizing the pos- 
sibility of congestion of stocks of cotton this fall 
due to abnormal conditions in our export trade, 
desires full information regarding the facilities 
in your district for warehousing and financing 
the cotton which would under ordinary condi- 
tions be exported. The Board has, therefore, 
appointed a committee to study the question 
and gather data on the subject. The Board 
feels that in view of the large surplus reserves 
now held by the banks throughout the country 
there should be no difficulty, so far as the finan- 
cial ability of the country 1s concerned, in pro- 
viding for necessary advances ee that part of 
the crop which will eventually be shipped 
abroad. It appears from data in hand that 
the demand for our domestic manufactures of 
cotton goods is increasing, and it seems to the 
Board’s committee that there is no occasion 
whatever for a depression in the price of raw 
cotton such as was experienced last fall. The 
committee believes that arrangements should 
be made to assure producers of cotton of the 
cooperation of merchants and bankers in the 
proper handling of the crop. 

In this connection attention is called to the 
estimate by the Department of Agriculture that 
the South has a warehouse capacity of 9,664,- 
000 bales. If proper use is made of this ca- 
pacity and of the loanable resources of the 
banks, including both members and nonmem- 


’ bers of the Federal Reserve system, a gradual 


marketing of the crop will be entirely possible, 
and any <r pl of a repetition of last year’s 
conditions will be averted. . 

The writer, as chairman of the board’s com- 
mittee, would be glad to have your views on 
this subject, and is anxious to secure your 
cooperation in formulating plans to reassure 
and protect the farmers, merchants, and others 
interested in our cotton-growing industry. 


Subsequently a committee of the board held 
a conference at the Federal Reserve Bank of 
New York on July 16, which was participated 
in by a number of New York bankers having 
close connection with the cotton States. The 
general feeling as to the prospect for the com- 
ing autumn was optimistic, the bankers taking 
the view that all funds needed for crop moving 
would be readily forthcoming. 

Mr. Harding has analyzed the cotton crop 
conditions now prevailing as compared with 
those of a year ago, as follows: 

In view of the apprehension manifested by 
some of the southern farmers and business men 
regarding the marketing of the cotton crop now 
approaching maturity, it is well to make com- 
parison between the conditions affecting the 
cotton market that prevailed last August and 


those existing at the present time. For the 
sake of greater clearness this comparison will 





be made in parallel columns. 


August, 1914. 

The shock resulting from 
the sudden outbreak of war 
between Great Britain, Rus- 
sia, France, Servia, and 
Japan on one side and Ger- 
many and Austria-Hungary 
on the other created a finan- 
cial crisis throughout the 
world and paralyzed ocean 
transportation at a timewhen 
grain and other crops were 
moving to the ports for ship- 
ment abroad. Bankers and 
merchants in the United 
States owed England and 
the Continent on current 
account about $450,000,000. 
Owing to lack of shipping 
facilities this indebtedness 
could not be liquidated in a 
normal manner by export- 
ing commodities, and in 
many cases gold settlements 
were demandad, so that the 
excess of our gold exports 
over imports from June 1 to 
December 30, 1914, amount- 
yn $156 ,287 ,254. 

aturing grain crops in 
the South freufficient for 
home consumption. 


Moderate corn crop and 
ew wheat crop in the 
est. 


Federal reserve banks 
not yet organized. 


July, 1915. 

The war continues, the 
number of belligerents be- 
ing increased by the addi- 
tion of Turkey on the side of 
the Teutonic allies and by 
Italy on that of the Entente 
powers. 

Germany’s and <Austria’s 
war ships confined in the 
North Sea, Baltic, and Adri- 
atic. Their commerce-de- 
stroying cruisers in other 
seas have been either de- 
stroyed or interned. Ger- 
man and Austrian merchant 
vessels interned in various 

rts throughout the world. 

he sea area surrounding 
the British Isles declared a 
war zone and blockaded by 
German submarines. About 
90 per cent of all trans-Atlan- 
tic commerce carried in 
British bottoms. 

Current indebtedness of 
America abroad _ entirely 
liquidated. Trade balance 
in our favor for fiscal year 
ended June 30 more than 
$1,000,000,000. Excess of 
id imports over exports 

anuary 1, 1915, to June 30, 
1915, $140,070,000. 

Very large southern crop 
of corn in sight, and in- 
creased crops 0 other grains. 
bags corn and wheat crops 
in the West. ; 

Federal reserve banks in 
operation. 
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Cotton and stock ex- 
changes closed, and all 
financial centers in fear of 
an avalanche of stocks, 
bonds, and mo re- 
turned to this country by 
Europe for sale. Lack of 
ability or disposition to 
make loans on cotton. 


Interest rates throughout 
the country 2bnormally 
high, and while there was 
no longer a call loan mar- 
ket, rates on what had been 
call loans at 2 and 24 per 
cent were advanced to 6 and 
8 cent, 

e in textiles dull; 
demand poor. 


General industrial depres- 
sion, closing of mills, cur- 


All exchanges doing ac- 
tive business in a normal 


way. . 

Gradual absorption at ad- 
vancing prices of American 
securities held in Europe. 
Such sales by Europe not 
discouraged and pee 
necessary as a basis for cred- 
its here for purchases of 
foodstuds, cotton, and sup- 
plies. 

Money rates abnormally 
low, and banks generally 
report large surplus of 
loanable funds. 


Textile trade fairly good. 
Some complaint of lank of 
dyestuffs. “seen for 
manufacture of dyes in this 
country. 

Improved business condi- 
tions; mills reopened; labor 


tailment of production, and well employed. 
— labor without em- 
ployment. 
Railroad earnings de- Railroad  earnin in- 
creased rapidly. creasing, with pros- 
Un y large use of pects for the remainder of 


fertilizer, and heavy bor- the year. Steel mills ac- 
rowings on cotton crop in tive. Better business in 
advance of its preparation. coal and iron. 

Cotton acreage 37,400,000 Cotton acreage 31,535,000 
acres, which produced, in- acres. Estimates on grow- 
cluding linters, approxi- ing crop run from 11,000,000 
mately 17,000,000 bales. to 13,000,000 bales, with the 

pen ag arenas favoring the 
ower figure. 

Under the most adverse conditions conceiv- 
able, with demoralization in every money mar- 
ket, with high interest rates, with emergency 
currency being issued daily in Jarge volume, 
with enormous gold shipments abroad, with 
crippled shipping facilities, without adequate 
insurance protection, and with ocean freights 
three to five times normal, we began in August, 
1914, to market a crop of nearly 17,000,000 bales 
of cotton. Financial institutions, already hard 
pressed and fearing all manner of unforeseen 
contingencies, were unable and unwilling to 
make advances on cotton. In addition to this 
the southern farmers, who have this year 
planted record-breaking food crops, were faced 
with a deficiency in home-raised foodstuffs, and 
were in many cases forced to sell cotton to pay 
off pressing indebtedness and to secure ade- 
quate food supplies. 

Attention is called to the fact that the high 
prices for cotton now prevailing in Germany 
and Russia, about 30 cents a pound, will at- 
tract cotton to those countries in spite of ap- 








parently insurmountable obstacles, just as high 
ate paid for cotton abroad during the Civil 

ar made blockade running a steady business. 
There seems to be no question that ample funds 
can be obtained to finance in a normal way a 
much larger volume of cotton than was taken 
care of last year, and that even if Germany and 
Austria-Hungary should be forced to suspend 
cotton sretent. es entirely statistics show 
that the mills of the United States, Great Brit- 
ain, Spain, Russia, Italy, Japan, China, and In- 
dia have spindles sufficient to absorb every bale 
of cotton that is likely to be cultivated. 

It should be noted that the reduction in 
American cotton acreage this year amounts to 
more than 5,000,000 acres, and that Egypt and 
India have also made radical reductions in cot- 
ton acreage. It is probable that the world’s 
cotton crop, based on an average yield an acre, 
will be about 5,000,000 bales less than last year. 

Of course it is desirable that as broad a mar- 
ket as possible for cotton be established. That 
it is the earnest desire of the President, born in 
the South and a resident of that section in 
youth, during the period of life when one’s ten- 
derest ties and most enduring friendships are 
formed, to assist his native section in solving 
the problems now confronting it, can not be 
doubted, as the South’s cotton problem is es- 
sentially national. 

But it should be remembered that the Presi- 
dent owes a higher duty to the South, to the 
whole country, and to mankind at this juncture 
than the establishment of cotton prices. Seri- 
ous complications between this country and any 
— foreign power would certainly not en- 

ance cotton values. No man is as familiar 
with the great world problems of to-day and 
the relationship of this country to them as is 
the President, and he may be trusted to do his 
duty as he sees it, regardless of private appeals 
or public clamor. 
otton, unlike grain, is a commodity the 
market value of aa depreciates in time of 
war, and the South as a producer of that com- 
modity has suffered. e actual position of 
cotton, however, is so much stronger than 
was the case a year ago, and financial and other 
conditions are so very much more favorable, 
that there can be no doubt that*’if the South 
will keep cool and will refrain from merely 
weakening its own position by unwise action, 
the present nervousness regarding the market 
for the growing crop will soon disappear. 

Even in the face of all the adverse condi- 

tions during the last 12 months the average 


price of cotton has been about what might 
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have been expected for a 17,000,000-bale crop 
had there been no war, and there is every rea- 
son to believe that the average price of cotton 
during the next 12 months e higher. 

The real question is, Will southern mer- 
chants and southern bankers, and all others 
interested in southern trade, cooperate in 
securing for the cotton producers the benefit 
of this average price, and will the cotton pro- 
ducers themselves do their part? My knowl- 
edge of southern character and of southern 
business conditions justifies a confident belief 
that an affirmative answer will be given. 

The cotton tragedy of 1914 will be succeeded 
in 1915 by nothing more serious than a drama. 


State Bank Membership in Federal Reserve 
System. 


The following States have passed laws 
expressly authorizing State banks to become 
member banks: 


Idaho. Missouri. South Carolina. 
Towa. Montana. South Dakota. 
Kentucky. Nebraska. Texas. 

Maine. New Jersey. Utah. 
Massachusetts. | New York. Virginia. 
Michigan. North Dakota. Washington. 
Minnesota. Ohio. 

Mississippi. Oregon. 


In the following States there has been no 
specific legislation, but the State authorities 
have ruled that State banks may subscribe for 
stock in the Federal reserve bank of the district 
in which they are located: 


Alabama. Illinois. North Carolina. 
Arizona. Indiana. Rhode Island.? 
Arkansas. Kansas. Tennessee. 
California. Louisiana. Vermont. 
Delaware. Maryland. West Virginia. 
Georgia. New Mexico.! Wisconsin, 


In the following States the State authorities 
have filed opinions to the effect that State 
banks can not subscribe for stock in a Federal 
reserve bank: 
Wyoming. 


Connecticut. Nevada, 





1 As to trust companies but not as to other banks. 
2 Only as to trust companies and not as to State banks. 








In Pennsylvania, Mr. William Hargust, 
second.deputy attorney general wrote, in reply 
to a telegram from Secretary McAdoo, that he 
was unable to state positively whether or not 
State banks could subscribe for stock in a 
Federal reserve bank. 

The counsel for the Cleveland bank has filed 
an opinion that all State banks in Pennsylvania 
can probably subscribe for stock in a Federal 
reserve bank though the question is not free 
from doubt. ' 

The counsel of the Federal Reserve Bank of 
Philadelphia has filed an opinion to the effect 
that it is probably all right as to trust com- 
panies located in Pennsylvania, but not as to 
other banks. 

The attorney general of Oklahoma has filed 
an opinion to the effect that the laws of Okla- 
homa are not sufficiently clear to enable him 
to determine whether or not a State bank 
located in Oklahoma can subscribe for stock in a 
Federal reserve bank. 

The attorney general of Colorado has filed an 
opinion stating that a strict interpretation of 
the laws of that State would prohibit State 
banks from becoming members, but that such 
laws were passed prior to the passage of the 
Federal reserve act and that the legislature 
could not have intended to prohibit State 
banks from becoming members of a Federal 
reserve bank. He predicts favorable action 
by the Colorado Legislature, but we have no 
report that such ‘action has been taken. 

In Florida and New Hampshire the State 
authorities have made no ruling one way or the 
other, but the counsel of the Federal Reserve 
Bank of Atlanta has filed an opinion stating 
that trust companies but not State banks may 
subscribe for stock in a Federal reserve bank, 
and the counsel for the Federal Reserve Bank 
of Boston has expressed his opinion to the effect 

that the right of trust companies located in 
New Hampshire to subscribe'for stock must 
be determined by the charter of each individual 
trust company, there being no general incorpo- 





ration law for trust companies. 
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GOLD SETTLEMENT FUND. 


The gold settlement fund has, since the issu- 
ance of the last Bulletin, shown a notable in- 
crease in gold ¢-cposits, which have now 
reached a net total of $50,300,000 (as of 
July 26). The number of transfers between 
the banks has also been increasing. The first 
withdrawal from the fund was made on July 
14, the Federal Reserve Bank of Chicago hav- 
ing on that date requested that $2,000,000 
be paid to it through the subtreasury at Chi- 
cago. Its telegram was filed at 10.30 a. m., 
and at 2.30 p. m. of the same day the Assistant 
Treasurer of the United States at Chicago ad- 
vised the bank of his readiness to make the 
payment requested. The transaction is an 
excellent illustration of the mobility and ready 
availability of the moneys held in the gold 
settlement fund. 

In order to meet the wishes of the Federal 
reserve banks, the Board has made provision 
for the inclusion of overdrafts between the 
Federal reserve banks in the weekly settle- 
ment, the following letter having been sent to 
all banks on July 8; and the plan has been in 
operation at three weekly settlements with 
satisfactory results: 


“Beginning with the weekly settlement of. 


July 15th, you are requested to include in your 
telegram of Wednesday evening the amounts of 
overdrawn balances in your accounts ‘‘ Due to” 
other Federal Reserve Banks and also in your 
accounts “‘Due from” other Federal reserve 
banks. The overdrafts: reported will be in- 
cluded in the weekly settlement, the figures 
given by the bank reporting an overdraft in its 
account ‘‘Due from” being used. That is to 
say, a bank which acknowledges an overdraft 
in its account with another bank arising from 
its having issued drafts or made transfers to 
amounts in excess of the balance created by its 
remittances to the second bank, will be charged 
at the settlement with the amount which it ac- 
knowledges owing in its ‘‘Due from”’ account. 
This will of course be in addition to the amount 
which it now reports ‘‘Due to” the second 
bank in the account arising from remittances 
received from the latter. 

“This plan, it is thought, will frequently 
eliminate the necessity of special transfers on 
the books of the gold settlement fund and will 
at the same time continue the present practice 





l 


| 





of having charges made against the account of 
any bask with the fund only open specific au- 
thorization from such bank. It is scopted as 
a tentative measure. The board will be glad 
to have your views or suggestions as regards 
the matter. 


‘It is not to be understood, however, that 
the adoption of this plan is intended to do 
away with transfers between banks on the 
books of the gold settlement fund. Such trans- 
fers should be made whenever occasion arises 
in which a transfer of this kind will facilitate 
the transaction of the reserve bank’s exchange 
or investment business and where the nature 
of the transaction between the banks is such 
that an immediate transfer of funds should be 
made without waiting for the weekly settle- 
ment.” 

In proposing a plan for a gold-settlement 
fund such as that which is now in operation, the 
Preliminary Organization Committee pointed 
out, in a report of June, 1914, that, with the 
establishment of a central fund and weekly 
settlements, the normal clearing effected by 
the interchange of ordinary business transac- 
tions would render unnecessary the transfer of 
large sums of money in the payment of bal- 
ances arising between Federal reserve banks. 
Although it is still very early to draw con- 
clusions as to the extent to which this clear- 
ing has been operative, it is interesting to ex- 
amine the figures now available, covering 10 
weeks of operations, with a view to ascertain- 
ing the extent to which it has operated and to 
which balances between the different banks 
have served to extinguish each other. The fol- 
lowing table gives the total clearings at each 
settlement from May 20 to July 22, inclusive, 
amounting in all to $231,996,000, and the bal- 
ances at these clearings amounting to $50,- 
496,000. 














| 
Settlement of— | dentin. Balances. 
| a 
. | $43, 522,000 | $6,382,000 
We Bia oo gon ch evviec i baisnsdgdessdncvessanaoe | 
 - RAGRRARRE A RIE! AL AARIE 5 | 19,644,000 | 5, 433, 000 
tN NRRRIORE ES REESE INE AA TRE | 18,985,000 | 3, 901,000 
ee OR acini sis5p chnaceoddstet ages navcueees | 25,354,000 | 4,625,000 
= RRR AES RE PE REM | 26; 458,000 | 6, 450, 000 
Pac. cunattk toy densa ae cone vane 18,419,000 | 2,405,000 
RRR ARRR AARP 2 i. abeRES. £ 21,389,000 | 3,342, 000 
I actins css aitenatha teks taceesidesbee 35,011,000 | 12,145,000 
| ERR PEER RR eat o 17,192,000 | 2, 783,000 
"ARIE RSS ae Reaniti AcaRG P c. 17,022,000 | 3,030,000 
| 231,996,000 | 50, 496, 000 
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Thus by the process of offsetting the amounts 
which each Federal reserve bank owes against 
the amount which the other banks owe it, the 
payment necessary to settle the obligations is 
only about 21.76 per cent of the total amount 
of the obligations; but the operations of the 
gold-settlement fund during the past 10 weeks 
show clearly that even this relatively small 
transfer of funds does not have to be made in 
full, as the net change in the ownership of the 
moneys comprising the fund, shown in the fol- 
lowing table, has been only $12,054,000, or 
approximately 5.2 per cent of the total obli- 
gations which have been settled through the 
fund. 


























— net | July 22, | Increase. | Decrease. 
’ 1915, 

PEE ES $3, 230,000 | $7, 707,000 | $4,477,000 |............ 
New York........... 15,000,000 | 9/651,000 |............ $5, 349, 000 

Philadelphia......... 3,500,000} 171,000 |............ 3,329, 
Cleveland...........- 2,630,000 | 4,256,000 | 1,626,000 |............ 
ia bie oy 2,320,000 | 2'812,000| ' 492,000 |............ 
arene ep 260,000 | 1,304,000 | 1,044,000 |............ 
Chicago. ............. 5,770,000 | 9/3297000 | 3/559,000 |............ 
8 > Siena 3,220,000 | 1,657,000 |............ 1, 563, 000 
Minneapolis........2. 1,000,000 | 1/187,000 |” “i87/000'|....”..."... 
Kansas City.......... 3,480,000} 3,611,000] 131,000 |............ 
Np erage 3,160,000 | 3,698, 000 000 |....:.220.. 
San Francisco........ 2 830,000} 1/017,000 |............ i; 813,000 
Total........... 46, 400,000 | 46,400,000 | 12,054,000 | 12,054, 000 








Gold settlement fund—Summary of transactions June 17, 1915, to July 22, 1915. | 





Considering the relatively short time which 
the fund has been in operation and during 
which the process of normal clearing has been 
operative, this showing is very favorable, as 
for a longer period, say of a year, the percentage 
of money transfer necessary to settle the total 
obligations would probably be much smaller. 
The experience of the past 10 weeks indicates 
that a reserve bank which is a creditor at the 
clearings one week may be and often is a 
debtor the following week; and this suggests 
the conclusion that during a period of a year, 
in which the various factors affecting move- 
ments of money and exchange shall have com- 
pleted a cycle, the relative change in the 
ownership of the fund will be even smaller in 
proportion to the total transactions, although 
just how small can more accurately be deter- 
mined from the experience of the coming year. 

A continuation of the summary of_ trans- 
actions given in the last issue of the Bulletin 
follows, the form having been slightly changed 
in order to facititate the inclusion of figures 
for gold withdrawals and transfers between 
Federal reserve banks. 





Settlement of June 24, 1915. 











Reserve Balance last fund after 
rome ~ yptepene Jane 17, 1915.| -With Net Total Total Net June 24 
une 4 - une 24, 

: drawn, | Deposited.; From— | To— | dehits debits. | credits. | credits 1915. 
NE, RES POSE EE dp meer a. cdiciclacd.biacise: $200,000 | $355,000 | $2,841,000 | $2, 486,000 |............ $3, 419, 000 
New York............... B, BIO GG foo. occcvcclecvcocccccccleosccscessiadd sb habastil- sameness 3,479,000 | 4,358,000} $879,000} 4,478,000 
Philadelphia............ SPO UOW LL... <2 cs dice cQsasegeah icc thcha}anapapavee 917,000 | 2,512,000! 1,595,000 |............ 863, 000 
Cleveland............... ’ 695,000 |.......... GPURONS |... <0--cccclocaceenoas 7,000| °'171,000} '164,000|............ 3, 288, 000 
Richmond............... oo" Rpm BErrea cog Seneresens mmptedans 107,000} 717,000}  610,000|............ 2; 309,000 
gig TRMMIIEL, «oun s06 3 cuncaoursarks cananebesharntnee in 168,000 | — 417,000 000 |............ 1,581,000 
Chicago.................. SMU OUN Lic. . cctkce t scuesgdch acacs ous sfoodsdvedan 528,000 | 3,982,000 | 3,454,000|............ 4, 485, 000 
ae lt SUMMIT... .:0c-cin:chouninnavongsioonakecedthaasankenmelen mane 928,000 | 3,172,000} 244,000 | 2° 113,000 
Minneapolis............. PURGES. .-.. cc ccd clk tececthadskae dette sstis. 183,000} ’339, 156,000 |............ 1; 103, 000 
Kansas City............. MUMEMEB I... ..-. hs dchchomdnbiicemacectiadibmatemeiaa aiandl 562,000 | 1,198,000} 636,000 | 3; 150,000 
IND dove. <cccceccc ce SMNE 1. 55. octhecosce. cbek deca addin dec cccccascboeeaaditeee 305,000 | 951,000}  646,000| 2 268,000 
San Francisco........... 1,253,000 |.......... 570,000 | $200,000 |.......... 140,000 | 166,000 26,000 |.......0..4- 1; 483, 000 
Soap Ss YR 18, 419, 000 | 18, 419, 000 540, 000 
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,000 | 45,340,000 


Net 
credits. 
3,030,000 | 46,400,000 


Net credits.| July 1 
3,342, 000 
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Total 
credits. 


Total 
credits. 








Total 
debits. 
Total 


debits. 











Settlement of July 1, 1915. 
, 000 | 21,389,000 | 21,389,000 
Settlement of July 8, 1915. 
Settlement of July 15, 1915. 
,000 | 17,192,000 | 17,192,000 
Settlement of July 22, 1915. 


To— 
000 | 1,208,000 
wancclecccccecesss} $1,183,000 
, 000 | 17,022,000 | 17,022,000 


2, 
3, 


3, 
Net debits. 


Net debits. 














| 


..| 12,145,000 | 35,011,000 | 35,011,000 | 12,145,000 | 40, 390,000 


To— 
480, 000 





1, 183, 00@ 











480, 000 
1, 183, 000 


1, 
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: 
: 


Deposited.| From— 
1,300,000 

Deposited.| From— 
6, 450, 000 
1, 560, 000 
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With- 
drawn. 








With- 
drawn. 
2,000, 000 
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June 24, 1915. 
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-| 40,890, 000 











' Gold settlement fund—Summary of transactions June 17, 1915, to July 22, 1915—Continued. 


eeereseee 
oeeer err 
see weeee 


were reareseee 


Total.....:.... 


Federal Reserve 
Bank of— 





























New York... 


Atlonta......-...... 
St. Louis. ........... 


Chicago 


AuGusT 1, 1915. 
Federal Reserve 
Bank of— 

New York.........- 
Ph ~ 








186 


FEDERAL RESERVE BULLETIN. 


Avcust 1, 1915. 








FEDERAL RESERVE BANK OF SAN 
FRANCISCO. 


Mr. John Perrin, chairman of the board of 
directors of the Federal Reserve Bank of San 
Francisco, delivered the following address 
before the convention of the National Associa- 
tion of Supervisors of State Banks, Oakland, 
Cal., May 28, 1915. 


A State banking department is an expression on the part 
of the State that the prosperity of its commerce and indus} 
try is of paramount material importance, and because 0 
this, that supervision should be had of banking to make 
certain that banking methods will be such as to conduce 
most to the development and maintenance of that pros- 
perity. If a surer safeguarding and a broader prosperity 
for that commerce and industry may be had through the 
development of one great banking system, unified under 
Federal control, the State’s interest will obviously lie that 
way. 


Banking is not a separate business of itself. It is only 
an incidental part of the great commercial mechanism. 
Banks have no independent right of existence; their 
service to commerce is the sole measure of the justification 
of their being. It is therefore in the interest both of banks 
and of general business that the way should be opened for 
banks to render greatest service. To restrict them in the 
opportunity of service, whether by limitation of legitimate 
activity or by debarring from assured support, is to handi- 
cap commerce. 


Banks are of two general classes, commercial and savings. 
This discussion will refer to commercial banks, and I trust 
that I may be pardoned if I ask this gathering of banking 
experts to bear with me for indulging in some very ele- 
mentary statements; these will be preliminary to certain 
conclusions which I hope may not seem illogical. 


The transactions of a retail merchant are in far larger 
proportion money transactions than are those of a bank. 
The peanut vendor’s transactions, for instance, are one- 
half peanuts and one-half money. In summing up the 
total of a bank’s transactions—receiving deposits, paying 
checks, making loans, receiving payment of loans—it is 
found that not over one-tenth are actual money transac- 
tions. In more than nine-tenths no money is used, only 
promises to pay money. 


One having made a deposit may say, ‘‘I have money in 


the bank.” That is not the fact. In the first place, very 
little money is deposited. More than 90 per cent of the 
funds offered for deposit are checks—promises to pay 
money. In the second place, whether money or checks 
are used, a deposit is simply the purchase of the right to 
draw on the bank. Money or checks deposited become 
the property of the bank. The depositor has no money in 
the bank, but has bought the bank’s promise to pay mney. 





Nor does a bank lend money. The truth of this state- 
ment is easily illustrated. Suppose that A and B are cus- 
tomers of the same bank, and that A owes B $1,000. A 
negotiates a loan from the bank, receives 50 $20 gold pieces 
as the proceeds of his loan, and cancels his debt to B by 
paying this gold to him. B then redeposits these gold 
pieces in the same bank. Can it be contended that the 
bank has loaned the gold pieces to A? It still has his note 
for $1,000 running at interest, and it also has the gold 
pieces in its possession. What really has happened is that 
A’s promise to pay $1,000 has been shifted from B to the 
bank. The money used in the transaction was simply the 
instrument for transferring the credit. . A check or a simple 
entry on the books of the bank would have been simpler 
and safer and would have served the same end. 

li a bank does not lend money, what is the real nature 
of a loan transaction? It is this: A borrower gives to the 
bank his promise to pay money at a future date and re- 
ceives in exchange the bank’s promise to pay money on 
demand. It is an exchange of promises to pay money. 
The bank’s promise is usually given in the form of a deposit 
credit and the borrower thereby acquires the same right 
to draw upon the bank for any part or all of the amount 
as if he had bought the right to draw with a deposit of gold 
or checks. 

What I have sought to make clear is that a bank’s busi- 
ness deals very little with money but to the extent of more 
than 90 per cent deals with promises to pay money, 
which is another way of describing credit—the wonderful 
and economical device which has made large commerce 
possible. 

A bank keeps in money only such small percentage of 
its deposit liabilities as experience demonstrates is neces- 
sary to enable it to make good its promises to pay deposi- 
tors in money when they demand it. This is its money 
reserve. 

A BANK’S FUNCTION. 


A bank’s function is to gather the funds temporarily 
unemployed and lend them for short periods to those who 
can use them profitably. Thus, half dozen people, each 
having a temporary surplus of $100, would, through the 
instrumentality of the bank, provide the grain dealer with 
funds to buy a carload of wheat. By selling to the mill 
the grain dealer would be enabled to repay such a tem- 
porary advance. The bank is the employment agency for 
idle funds. An ideal employment agency for men would 
place every man in that employment in which his efforts 
would be most productive. There would be no unem- 
ployment and there would be maximum product. In like 
manner that banking machinery would constitute the best 
employment agency for money which would keep all 
available funds uninterruptedly employed in the most 
productive commerce. It seems a fair statement, then, 
that the fundamental purpose of a commercial banking 
system should be to bring all temporarily idle funds into 
the most productive use in such a way as to most fully safe- 
guard commerce against interruption. 
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DEFECT IN FORMER SYSTEM. 


What has been the defect in our banking system? Of 
all forms of money there is a total of nearly $4,000,00,000 
in this country, including that in the United States Treas- 
ury, in the pockets of the people, and in the vaults of 
banks, The deposit liabilities of banks aggregate 
$18,500,000,000. Obviously, if the banks had all the 
money in the country they could not pay one-quarter of 
their deposits in money if all depositors made simulta- 
neous demand, Banks actually hold only about 
$1,600,000,000 of money in all forms, so as a matter of fact 
banks could not pay 10 per cent in money if all depositors 
should demand it at the same time. The banks have 
loans, however, of $20,000,000,000. These have been 
made to the people, and really on behalf of the people, 
being made through banks as their employment agencies 
for idle funds. Frightened depositors clamoring for pay- 
ment in money, which they wish to hoard, in effect de- 
mand that their neighbors, to whom $20,000,000,000 have 
been loaned, shall stop the processes of production and 
commercial activity. The lack of reason is clear, but 
panic is a temporary paralysis of reasoning power. 

In a threatening situation the law of self-preservation 
has impelled each bank to try to fortify itself by adding 
to its stock of money. This it would try to do by calling 
for payment of loans and by withdrawing in money the 
amounts due to it from other banks. Once such a process 
has been started a general scramble has ensued with cumu- 
lative violence. There was no way of quickly or impor- 
tantly increasing the volume of money, and the total 
amount in the country could not satisfy such a demand. 
The inevitable result has been that banks have ceased 
making payments in money and have discontinued other 
major functions until the apprehensions of depositors 
subsided. 

The struggle of each individual bank was a perfectly 
natural one. It regarded its obligations as sacred. It 
would move Heaven and earth to avoid default. But no 
bank could fortify itself by adding to its stock of money 
except by correpondingly weakening other banks. Each 
was for itself against all the rest. Cooperation was lacking. 
We had no banking system, merely a vast number of indi- 
vidual units. The tendency to mutual destruction under 
stress has been the main defect of our banking. The losses 





country has incorporated in one form or another the same 
principle into its banking, the Federal reserve act giving 
it to this country. The remedy lies in gathering into a 
central agency or agencies a portion of the money reserves 
of the banks, to be used for their common protection, in 
order that they may continuously perform their functions 
and thus safeguard general business. Whether under gov- 
ernmental direction, as in some countries, or under private 
direction, as in others, whether voluntary or by legal 
requirement, such an agency with large money reserves 
operating not primarily for profit, but for protection, 
achieves the same economic result. Obviously no solvent 
bank need fear any demands made for payment if it can 
at any time convert its loans into means with which to pay. 
The maintenance of the ability to pay eliminates depos- 
tors’ apprehensions. The certainty of replenishing its 
paying power eliminates the bank’s fears. The cause of 
panic is thus removed. 


A FEDERAL RESERVE BANK. 


Stripped of statutory specification a Federal reserve 
bank is a cooperative agency, in which the member banks, 
for common protection, pool about one-third of the money 
previously held in their vaults. 

Ii a member bank becomes inadvertently overloaned, so 
that its money reserve is too low, it sells a portion of its 
shortly maturing loans to this cooperative agency, the 
Federal reserve bank. The member bank is thereby kept 
in easy condition and enabled to render fullest service to 
its community without the disastrous interruptions hither- 
to suffered. The payment of the loans at maturity re- 
plenishes the money of the Federal reserve bank so that 
like service may be performed for other banks. If the 
offering of loans for sale becomes too insistent, the Federal 
reserve bank imposes a check by advancing the rates it 
charges. If the demand is extraordinary in one district, 
the Federal reserve banks of the other districts share the 
load. In this way the varying seasonal or local loads are 
distributed over the broad base of the combined reserves 





through disruption of the processes of production and trade | 


by such a panic as that of 1907 would amount to billions. 
Nothing has been of greater commercial importance than 
to find and adopt the best method of averting such crises. 


THE REMEDY. 


The difficulty has not been confined to our own country, 
but we have been the last of all the commercial countries 
toapply the remedy. The principle of the remedy is very 
siraple, although not recognized until about the middle of 
the last century when England and France first came to 
understand it. Since then practically every commercial 
2098—15——3 





of all the Federal reserve banks. The member banks are 
thus linked into a real system guided by the broad general 
policies of the Federal Reserve Board, which are deter- 
mined not by local considerations but by a national and 
international view. 


FEDERAL RESERVE NOTES. 


To assure greatest power to help and consequently the 
greatest general stability, it is necessary for the Federal 
reserve bank to avoid important drain upon its gold, which 
is the final reserve money. This is accomplished by the 
use of Federal reserve notes, which are in fact simply the 
Federal reserve bank’s promises to pay money, indorsed 
by the Government. They serve every purpose of money 
in ordinary trade transactions. 

The mechanical operation is simple. A member bank 
sells loans to the Federal reserve bank, thereby establish- 
ing a deposit credit. Against this it withdraws Federal 
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reserve notes, thus receiving means to pay its debts. The 
Federal reserve notes drift back and are presented to the 
Federal reserve bank for redemption through deposit or 
otherwise. The means for their payment are provided by 
the payment of maturing loans, which the Federal reserve 
bank has bought. The process is in effect an exchange, 
through the instrumentality of the Federal reserve bank, 
of the promissory note of the member bank’s customer 
which will not pass current for Federal reserve notes which 
pass current. Such a currency appears only in response 
to a commercial demand—a demand upon a member bank 
for payment of money. When such bank notes are pre- 


sented for redemption to the Federal reserve bank, they 
are paid and cease to exist just as paid checks cease to 
exist. The volume of such a currency automatically ad- 
justs itself to trade requirements, there is no redundancy, 
there is no scarcity. A currency famine is inconceivable. 


ECONOMY OF ELASTIC CURRENCY. 


The way in which the use of such a currency protects 
the gold reserve from dispersion, and introduces into 
money transactions the same element of economy as the 
check, may be illustrated by an extreme case: Assume 
that a bank has deposits of $1,000,000 with $250,000 money 
reserve. Suppose it owed one depositor $300,000 which 
he had occasion to pay to another individual. If he 
sought to draw $300,000 of gold to make the payment, he 
would ‘‘break” the bank, that is, though perfectly solvent, 
the bank could not make good its promise to that depositor 
to pay his deposit in money on demand. If, however, he 
should take a cashier’s check for $300,000 and the one to 
whom he transferred it should return it to the issuing bank 
for deposit, the transfer would not occasion the slightest 
disturbance of the bank’s money reserve. Federal reserve 
notes are in essence cashier’s checks of the Federal reserve 
bank in currency denominations. They perform the 
service of transferring credit in the same economical way 
as does a check, without disturbing the reserve. Pay- 
ments in money, hitherto, inevitably depleted the money 
reserve, and such drain could not proceed far without 
gravest financial disturbance. 


ADVANTAGE OF UNIFIED SYSTEM. 


A great tendency to uniformity of banking practice 
throughout the country would obviously result if all 
banks were parts of one great system. This would be of 
some incidental convenience, but is not vital. The 
fundamentally important reason for unification is that the 
larger the proportion of banking reserves centralized in a 
reserve agency the higher the ratio of potential fortifica- 
tion of business to its total volume. 

Only through the issue of Federal reserve notes can 
there be any speedy or important increase in the total 
volume of our currency, which must meet the require- 
ments for the use of all banks, State and National, and the 
requirements for the use of all the people. In a crisis, 
when a vast volume of payments in money is required, the 





amount of notes available for issue will be exactly in pro- 
portion to the amount of the gold reserve of the Federal 
reserve banks. To illustrate: $400,000,000 gold consti- 
tutes the required 40 per cent reserve against $1,000,000,000 
Federal reserve notes; $800,000,000 would provide a like 
proportion of reserve against $2,000,000,000 Federal reserve 
notes. Clearly, to link all banks into one system, thereby 
increasing correspondingly the gold reserve centralized in 
the reserve-holding and note-issuing agency, would add to 
the security of all banks, and, what is more vital, would 
give proportionately greater insurance to the stability of 
the entire business activities of the whole people. If 
every citizen were trained as a soldier, the potential 
defense would be the entire physical force of a nation. If 
only one-fourth of the citizens were so trained, they might 
fight with equal valor, but the power of defense would be 
only one-fourth. 

Some have contended that crises could be averted by 
increasing the requirement of money reserves. For in- 
dividual banks to have gold reserves in large enough 
proportion to be always adequate for all demands would 
result in a tremendous restriction of commerce through 
the necessary reduction in loans. But we have found to 
our sorrow that only slight inadequacy of reserves has 
involved incredible disaster. In the hands of an indi- 
vidual bank gold will pay debts only to its par value. 
Experience, however, has demonstrated the fact that the 
credit of a great, strong reserve-holding agency will pass 
current instead of money, so that one dollar of gold in 
possession of a Federal reserve bank is a basis for providing 
a member bank with means of settling two and a half 
dollars of debt. In this lies the extraordinary power 
which a Federal reserve bank has for fortifying its member 
banks. It might be said that as the mythical Antaeus 
renewed his strength by touching Mother Earth, so a 
member bank renews its strength by ‘‘touching” the 
Federal reserve bank. 

Under our past banking methods money in vault and 
balances with other banks have constituted the banking 
reserves. Under the Federal reserve system the chief 
reserves of member banks will be the rediscountable pa- 
per in their portfolios, and the day will doubtless come 
when, as in other countries, the law will not specify any 
stated proportion of money reserves. Nonmember State 
banks can not safely operate thus, since they would have 
no. unfailing place 8f rediscount, the Federal reserve 
banks not being open to them even through the medium 
of correspondent member banks. No reserve agency but 
one under Federal authority would have conferred upon 
it this magic power of converting one dollar of gold into 
means of paying two and a half dollars of debt. The 
opportunity for financial life insurance through the forti- 
fication by a Federal reserve bank andthe selfish desire 
for profit, which is the one constant factor in all business, 
will be potent influences to induce State banks to become 
members of the Federal reserve system. As the impor- 
tance and bearing of these factors become fully under- 
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stood, it seems reasonable to expect that a steadily in- 
creasing proportion of State banks will become constituent 
parts of a system which will steadily grow in strength and 
unification, its members exercising al! functions incident 
to banking; and it seems also true that State banks will 
ultimately be influenced to such participation both by 
State authority and by public opinion as it becomes more 
and more fully realized that the security and prosperity 
of the State’s commerce will be thereby best attained. 

It was a wonderful achievement to enact the Federal 
reserve act. Legislation under our form of government is 
necessarily a series of compromises. It is no ground for 
disapproval of the act that certain features have not been 
as carefully worked out as in the laws of some States. If 
true, that fact offers a great opportunity for perfecting aid 
from those skilled through State experience. The point 
of paramount importance is that the Federal reserve act 
has incorporated into our banking the fundamentally vital 
principles of centralized reserves and credit currency. 
Benefits will inure incidentally to banks, but in largest 
sense will flow to general business in every State through 
the new and broader opportunities and through the added 
security. There is no proper ground for contention be- 
tween State banking departments and the Federal reserve 
system. The fundamental purpose of both is to attain 
the greatest security and prosperity of industry and 
commerce. 


THE WORK OF FEDERAL RESERVE 
BANKS. 


Mr. D. C. Wills, chairman of the board, Fed- 
eral Reserve Bank of Cleveland, delivered the 
following address on June 2, 1915, at Lexing- 
ton, Ky.: 

The officers and directors of the Federal Reserve Bank 
of Cleveland have been more than pleased with the coop- 
eration received from the member banks in this district. 
In such a departure from the plan and methods under 
which we have been accustomed to operate, there was 
bound to be some hesitation and inquiry. The banking 
business itself develops, in those who are charged with its 
management, a tendency not to accept new propositions 
at their face value. This is proper. One of the strongest 
recommendations in determining credit is that a business 
has been established and in existence for a considerable 
length of time. In other words, it is a point in favor of any 
business or proposition if it has been in existence long 
enough to prove its worth. 

In view of this necessary attitude of bankers in their 
daily dealings with their customers, it is surprising that 
there has been s0 little antagonism or apathy toward the 
new Federal reserve bank system. However, the Federal 
reserve bank act, while new in America, represents in its 
fundamentals the experience of the ages applied to the 
needs of this country, and its principles generally are those 
of scientific banking. The act is not perfect, but it has 





been estimated by economists and practical bankers to be 
from 75 to 90 per cent good. That being the case, it de- 
serves a thorough trial by those whom it was intended to 
benefit. 

Our attitude toward any proposition is usually measured 
by our understanding and interest. To understand a mat- 
ter involves information, which information must be 
accurate and complete, else there is misunderstanding. 

Our interest has more sides to it, and may be selfish and 
shortsighted. In deciding how much we are interested 
or where our real interest lies, we may be mistaken and 
narrow. Even with all the information at hand. we may 
not recognize our true course; blessings and benefits fre- 
quently wear a disguise. 

These observations are made to introduce a discussion 
to-day of the Federal reserve system with special reference 
to its operation in district No.4. Some bankers are con- 
cluding that the new system is inadequate and not appli- 
cable to conditions in this country, and especially not use- 
ful or beneficial to the particular banker offering the objec- 
tion. This criticism of the system is made, to some extent 
at least, in the home of its friends, or those who should be 
its friends. Those of us who have to do with the manage- 
ment of this bank realize that this criticism is sincere and 
honest. We appreciate it is not wanton. Yet, we are 
just as sure that it is bound to disappear when the under- 
standing is increased, and when it is shown that the new 
system is for the better interests of the banker as well as 
the business man. 
| Now, what is the purpose of the Federal reserve act? 

It contemplates in the membership of the Federal reserve 
banks all the well-managed banks in the United States 
doing a commercial business. It was not intended as a 
haven for a bank with the bulk of its deposits payable on 
demand and the bulk of its assets in permanent loans. 
Nor was it intended to furnish facilities to a bank whose 
owners and managers were using the capital, as well as the 
amount intrusted to them by depositors, in the flotation 
of speculative enterprises, in which the owners and man- 
agers are personally interested. It was not intended to 
place its stamp of approval on banking methods that would 
include the making of loans to borrowers without obtaining 
accurate and complete information on the financial condi- 
tion of those borrowers, or the continuous renewal of the 
paper of a large number of borrowers from year to year, 
without even attempting to obtain an occasional payment 
and to insure the solvency of these borrowers and test their 
ability and willingness to pay. 

Several stated objections to the system have come to our 
notice, and the ones most frequently urged appear to be as 
follows: 

1. Reserve balances now compulsory at the Federal 
reserve bank from its members do not bear interest, entail- 
ing a loss to member banks of revenue previously received. 

2. The law and regulations are such that banks, espe- 
cially country banks and institutions in small towns, have 





no eligible paper. 
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8. The intention to have member banks collect items 
on themselves at par deprives these banks of an exchange 
income previously received without offsetting advantage. 

4, The requirement that member banks obtain in writing 
statements from all their important borrowers is a hardship 
which may entail the loss of trade, and while practicable 
in larger centers can not be followed in the smaller centers. 

Answering objection No. 1, as to interest on reserve de- 
posits.—The reduction of reserves from 25 per cent to 15 
per cent in reserve cities, and from 15 per cent to 12 per 
cent in other communities, means that the additional 
loanable funds will produce a revenue equal to, if not 
exceeding the amount of interest previously received on 
reserve balances with correspondents. This calculation is 
based on the total amount of reserve balance required to 
be carried in the Federal reserve bank at the end of the 
three-year period. For instance, at the end of three years 
a bank with $100,000 on deposit will carry with this bank 
$5,000; 24 per cent on this amount is $125. The reduction 
in reserve—3 per cent on $100,000—is $3,000; the interest 
on $3,000 at 5 per cent is $150. 

The absolute ability to obtain currency in any emer- 
gency enables a bank under the new system to operate 
safely without excess reserve. Heretofore, banks realizing 
that in a crisis they might have to depend on their own 
resources, carried excess reserve. 

It should be noted that the 5 per cent reserve require- 
ment for savings and time deposits is an additional profit- 
producing feature of the new act intended to benefit 
especially the banker in the smaller community. 

The May circular issued by the National City Bank of 
New York contains the following interesting paragraph on 
the payment of interest on balances by a central reserve 
institution: 

‘‘There is no dissent the world over, in scientific opinion, 
from the conclusion that a central institution which carries 
the final reserves of the country, and upon which the bank- 
ing system as a whole relies for ready cash, should not pay 
interest on deposits. The reason is that the payment of 
interest compels a bank to actively employ a larger pro- 
portion of its resources than is advisable under such respon- 
sibilities. On the other hand, the maintenance of large 
reserves by a central institution, together with the power 
of note issue, enables the member banks to carry smaller 
reserves than otherwise would be safe, so that they actually 
lose nothing in earning power by supporting a central in- 
stitution.’ 

Answering objection No. 2, as to eligible paper.—Under 
date of March 31, 1915, tie Federal Reserve Bank of Cleve- 
land sent to its members the following letter: 

“Through correspondence and interviews, I have be- 
come convinced that a considerable number of bankers are 
still under the impression that the only kind of paper 
eligible for rediscount at the Federal reserve bank, is what 
is known as ‘business paper’ given by a buyer to a seller. 

“Tn order that you may not be under any misapprehen- 
sion, I wish to assure you that the following kinds of notes 





are eligible if conforming to the credit requirements of the 
Federal Reserve Board, provided the purpose of the loans 
is not permanent or speculative: 

**(1) Single name paper of your own customers, who 
may be tradesmen, manufacturers, jobbers, storekeepers, 
etc. 

**(2) Single name paper of your farmer depositors. 

‘**(3) Paper similar to above, but containing one or more 
accommodation indorsements as additional security. 

**(4) Commercial paper as sold by note brokers. 

**(5) Business notes given by a buyer to a seller in set- 
tlement of a commercial operation. 

(6) Accepted drafts drawn on a consignee by a shipper 
of merchandise. 

**(7) Notes secured by warehouse receipts for staple 
agricultural products or other goods, wares, or merchandise. 

‘**‘We can also purchase with the indorsement of member 
banks: (a) Bankers’ acceptances based on the importa- 
tion or exportation of goods, and (6) warrants of cities, 
towns, and communities, when conforming with Circular 
No. 7 of the Federal Reserve Board.’’ 

This letter, in our opinion, states in a concrete way what’ 
is possible under the broad interpretation of the act by the 
Federal Reserve Board. Surely any well-managed bank 
ought to have sufficient eligible paper under one or all of 
these holdings to avail itself of the rediscounting facilities 
of the Federal reserve bank. A number of ways suggest 
themselves for gradually increasing the amount of eligible 
paper; for instance, if a part of a borrower’s loan is to pay 
for a permanent investment and part for a commercial, 
industrial, or agricultural current operation, the obligation 
can be divided into two notes. Borrowers whose assets 
are real estate, who have been carrying their loans for a 
long period without payment, and who can liquidate their 
obligations only through the sale of their real estate can 
be induced and requested to place a lien on the property 
and pay off the obligation. While primarily renewals are 
not recognized as strictly commercial paper, yet, under the 
ruling of the Board, a note is prima facie a commercial one 
if the quick assets of the borrower show a sufficient margin 
over his current liabilities; and in such case a renewal is 
acceptable, since there are commercial and industrial 
transactions that require a longer period than ninety days 
to finish the operation, and under certain conditions six 
months might not be long enough for a farmer to raise and 
market a crop or finish the feeding, fattening, and disposing 
of his live stock. Why the law insists on liquid paper and 
that loans must have a definite maturity was illustrated a 
short time ago in our district. It was discovered that the 
managing officer of a member bank had _ victimized his 
bank almost to the extent of wiping out its entire surplus. 
The information became public, and a run started. When 
an attempt was made to realize or collect on a portion of 
tke bank’s assets it was found that 40 per cent of the loans 
were drawn on demand and have been carried continuously 
without asking for payments except as borrowers offered to 
pay, that time notes were nearly all drawn for long periods, 
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responsibility of the borrowers, the information being 


solely in the hands of the cashier who had gone wrong. | 
The directors, when questioned as to the responsibility of | 


certain debtors, did not agree on the worth of any single 
man and often did not know which Jones it was that drew 


gency and protect the interests of its depositors and share- 
holders was at a minimum, and IJ am sure that banks in 
that neighborhood will not hereafter require much explana- 
tion as to the necessity of having realizable assets to meet 


and that the paper of early maturities was inconsiderable. _ 
It was found, too, that not a single record was kept of the | 





liabilities that are subject to demand and payment at any 
time. : 

Answering objection No. 8, as to check collection and 
exchange charges.—The immediate effect of a bank’s col- | 
lecting at par checks drawn on itself is a loss of exchange. 
I am confident, however, that the country bank’s portion | 
of the benefits to be derived from a universal doing away | 
with exchange and the collection of checks at cost will | 
more than offset this apparent immediate disadvantage. | 
Having a check on Dry Ridge pass current in district No. 4, | 
the same as a check on Cincinnati, Cleveland, or Pitts- | 
burgh, will insure at least that no funds will be transferred 
out of the community to par centers, and concerns or 
individuals that have been accustomed to intrust the 
smaller and unprofitable portion of their business to the 
local bank and their larger and more remunerative trade 
to a bank in a center in order to have their checks pass at 
par may conclude to do the bulk of their business with 
local institutions. 

Checks now settle 95 per cent of all obligations in this 
country; but in developing its use as rapidly as we have— 
far more rapidly and extensively than in any other coun- 
try—many difficulties have been encountered, and many 
evils and bad practices have arisen. Mr. McKay, perhaps 
the foremost practical authority on this subject, sum- 
marized these evils as follows at the recent conference of 
reserve city bankers: 

“First. Excessive exchange charges. 

“Second. Absorption of exchange charges by the col- 
lecting banks. 

“Third. Indirect routing of checks to avoid exchange 
charges, chiefly caused by clearing-house rules governing 
exchange charges. 

“Fourth. The maintenance of reserve balances with 
banks for the sole purpose of getting items on which to 
charge exchange. 

“Fifth. The carrying of compensating balances with 
collecting banks solely for the purpose of obtaining par 
territory. 

“Sixth. Paying interest on uncollected funds. 

Fc igee Paying checks drawn against uncollected 
unds, 

“Eighth. Padding of reserves with items in transit.”’ 

The Federal reserve bank, too, will probably offer. 


| 
| 





another service to its member banks, which ought to he kn-w nothing. The probable saving of loss in these 





compensate for the loss of exchange on par checks. One 
of the Federal reserve banks has already announced to its 
members that it has employed at its expense a committee 
of experts for the purpose of inquiring into and analyzing 
the statements and methods of a number of typical banks 
for the purpose of ascertaining whether the revenues or 


| profits may be increased and the expenses and cost dimin- 
the note. The ability of that bank to cope with the emer- | 


isKed. The results of this investigation will probably be 
available to member banks throughout the whole system. 
If not, the Federal Reserve Bank of Cleveland will, I 
think, make a similar investigation for the benefit of its 
own members. 

Answering objection No. 4, as to statements of borrow- 
ers.—I think it is the experience of every banker that his 
customers and depositors often cooperate with him to a 
larger extent than he estimated. I do not believe any 
borrower who is entitled to credit will refrain from plac- 
ing in the hands of his banker information in order that 
the banker may determine the borrower’s right to credit. 
The following paragraph is from a recent folder of the 
Credit Men’s Association: 

“‘Good credit in the markets of the world enables the 
merchant to add to his ability to do business. It gives 
him the use of enlarged capital, thus enabling him to carry 
& more complete stock, increase his sales, and magnify his 
profits. A merchant’s capital is the sum of his net available 
resources plus his credit. The giver of credit is a contribu- 
tor of capital and becomes, in a certain sense, a partner of 
the debtor and as such has a perfect right to complete 
information of the debtor’s condition at all times. 

“Credit is given a merchant because of the confidence 
reposed in him. Requesting information when credit is 
asked is not a reflection on one’s character, honesty, or 
business ability but is done to secure information to enable 
business to be conducted intelligently. 

‘*4A merchant who desires to serve his own best ‘interests 
should recognize that his most valuable possession, apart from 
his actual assets, is a sound, substantial, and unquestioned 
reputation as a credit risk, and that, under the prevailing 
conditions and demands of business, the most effective 
and eminently the best way to prove his basis for credit is 
to be willing to submit a statement of his financial 
condition.” 

In an interview with the president of an Ohio bank, most 
of whose business is with farmers, we were informed a few 
days ago that he had encountered very little difficulty in 
obtaining written statements from those who were parties 
to his loans. He stated that when the regulations of the 
Federal Reserve Board came out he recqgnized that they 
were not only sound but workable and immediately began 
the education of his borrowers by requesting them to 
furnish him with statements. He had received over 100 
statements, practically all of which confirmed his esti- 
mate of the worth of the borrowers. In one or two 
instances, however, he was surprised to find unrecorded 

mortgsces and borrowings in neighboring banks, of which 
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instances justified him, in his opinion, in obtaining the 
statements. He also noted with satisfaction the coopera- 
tion given by the borrowers themselves, many of whom for 
the first time had made an accurate schedule of their 
assets and liabilities; in all cases he furnished a copy of the 
statement to them and requested that it be kept and used 
again by the borrowers for comparison when they filed 
another statement at the next period. It seems hardly 
possible that the experience of this banker in a farming 
district is any different than the experience will be of any 
banker who will sincerely and intelligently test this 
requirement. 

While there is only part of the State of Kentucky be- 
longing to district No. 4, and while the amount of the 
capital owned and reserve deposits received from these 
banks is relatively small compared with the States of Ohio 
and Pennsylvania, yet, according to our estimate of the 
situation, the Federal Reserve Bank of Cleveland ought 
to be particularly helpful to the banks of northern Ken- 
tucky. Our attention has been drawn to this district for 
a number of reasons. It is farthest away from the location 
of the bank, and has problems and difficulties that differ 
from those of the northern banks. Kentucky, too, is well 
represented on our board of directors in the persons of 
Senator Combs and Mr. Patrick, and I have never yet seen 
a man from Kentucky who did not seek the advancement 
of his State and call attention to its virtues and possi- 
bilities. Our Kentucky directors are no exception. The 
State of Kentucky owns 18 per cent of the capital stock of 
this bank and is represented in 3 per cent of its deposits, 


while of the $700,000 loaned to member banks, $315,000 is 
loaned to banks in Kentucky. This indicates the willing- 
ness of the Federal Reserve Bank of Cleveland to furnis 
facilities for the special condition existing at this time in 
this part of the district. 

In order that the system may be as fully a success as the 
framers of the act intended, and in order to mobilize gold 
reserves of sufficient size to protect the credit of this country 
against any emergency, it is essential that State banks 
become members. The regulations of the Federal Reserve 
Board on the admission of State banks will shortly be 
issued. I haveseenthe tentative circular, and the require- 
ments are going to be so liberal that every bank should 
give the matter prompt consideration; in my opinion the 
way has been ovened for all well-managed commercial 
State banks to join. The great benefits to be derived by 
all banks from having the majority of the banks of the coun- 
try in the system justify the liberal terms to be offered the 
State banks. Their joining will be hastened by a work of 
indorsement from the banks already in the system. 





ESTABLISHMENT OF INTRADISTRICT 
CLEARANCE SYSTEM. 


On July 9 the Federal Reserve Board trans- 
mitted to the Federal reserve banks the follow- 
ing letter of inquiry regarding the status of 
the intradistrict clearance system, already 
established by the several banks, as set forth 


in the Federal Reserve Bulletin for May, 1915 
(pp. 6-9): 

The Federal Reserve Board desires to pre- 
pare for the August 1 Bulletin a brief state- 
ment of the progress which has been made 
under the voluntary clearing plan in the va- 
rious districts, so as to show, say, as of July 16 
to 20, the situation in the various districts. In 
order to assist us in formulating data, we shall 
be glad if you will respond to the following 
questions: 

1. Number of banks which have come in. 

2. Percentage of capital in your bank repre- 
sented by the assenting banks. 

3. What is the average number of items 
cleared daily ? 

4. What do you estimate cost directly 
chargeable to this work ? 

5. Percentage of clearing banks showing 
overdrafts (exhaustion of balances). 

6. Number of men employed in your transit 
department. 

7. How is the voluntary plan working, in 
your estimation ? 

8. Will it be necessary or desirable that the 
board issue a mandatory order before the work 
can be successfully carried through ? 

9. Is the clearing of checks accepted as a 
valuable service by your members, or is there 
still much opposition to it ? 

10. Is it gaining in friends ? 

The answers to the first six questions con- 
tained in the list are susceptible of tabulation, 
and the substance of them is set forth as 
follows: 
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Questions sent to and answers received from each Federal reserve bank regarding the working of the intradistrict clearance system. 





Question. 


New York. 


Cleveland. 


Atlanta. 





1. What number of 
banks have come 


in? 
2. What percentage of 
capital in the Fed- 
eral Teserve bank 
resented 


is 
ae ateonting 


3. What is the averag 
average 
number of items 
Cleared daily ? 

4. What do MyM = 


mate cost 
eable to to thie 
wor 


5. \Vhat percentage of 


3 clearing penis show 


ove: 

}. Give number of men 
employed in your 
transit depart- 
ment, 


yore clerks whose sal- 


ra 500 p.a Pris 

. oa, = 
Pp station- 
ery, machines, 
and overhead ex- 
pense. 





only salaries of 
clerss working di- 
rectly upon col- 
lections, also 

postage and sta- 
ey, but is 
exclusive of the 
cost of superin- 
tendence, rent, or 
other : oneneet 


a.; ; postage, $1, 

DP. a.; total, $7,830 

p. a., ’ exclusive of 
tionery the 


6 men exclusively, 
with some assist- 
ance from filin 
department an 
office boys. 


Estimated yearly 
direct cost 

"$8,815.38; average 
Ergo per day, 


NE chav ansinnetae 


4, and occasional 
services of 3 oth- 


a.; ‘postage, 

; stationery, 
$300 YP. a.; total, 
$4,080 p. a., ex- 
elusive of book- 
keeping and over- 
head charges. 


About 195.2 


Estimated _ total 


cost, including 
salaries, postage, 





| 


and percentage of 
rent, light, etc., 
$1, 200 p. a 


1 bank. 


Two-thirds of time 
of 1 man. 





Question. 





. What number of 
r=) Be have come 
. What Lay of 
capital in the Fed- 
eral reserve 
is represented by 
the assenting 
banks? 


. What is the average 
number of items 
cleared daily? 


. What do you esti- 
mate cost ey 
chargeable to 

work? 


. What of 
clear banks 
show overdrafts? 

. Give number of men 
employed in your 


transit depart- 
ment. 


basis of } cent 
item foe Chivses 


banks, 1 cent per 
item for — 
ban banks, 
1} cents per ten 
for out of town 
banks. 








Estimated cost 
$15,000 p. a., ex- 
clusive of 
istration expense. 


Salary of transit 


man, $2,000 p. 3., 
who also has 
charge of the 
mail. Estimate 
does not include 
cost of ae" 
stationery, ete 


question 4. 











cluding pro-rata 
rent, postage, de- 
preciation, ete. 


11; some form- 
dut out- 

side the transit 

department. 





1,156, ineluding 
items on Dallas 
— through 

he Dallas clear- 
ing-house ex- 


changes. 
» Viz: 
"Saar ohn 


No data.5 


No data.® 








: pigh, , 6,517 on July 7; low, 2,735 on June 15. 
outside of Atlanta 


3 On a basis of 7 da 
5 eee oe 


’ operations. 
ork ex 


System to commence tions Aug. 1. 
tOne basis oft dave y cnaations. . 
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Not all the banks have submitted full re- | 
sponses to questions 7, 8, 9, and 10, and some | 
while replying to these questions, have not | 
furnished a definite expression of opinion. | 
The substance of the answers can, however, | 
be briefly stated. On the question of a_ 
mandatory system as opposed to a non-| 
mandatory, reports show that 11 districts now | 
have nonmandatory, and one a prem e 
system of check collections. Of those districts | 
whose system is not now mandatory, three 
distinctly state that they believe the intro- 
duction of a mandatory system would be 
undesirable; while seven express themselves, 
in some cases with more or less qualification, | 
in favor of the introduction of a mandatory 
system, most of the banks regarding this as 
necessary if the plan is to become fully effective. 
Among the expressions on this subject are | 
the following, each paragraph being the ex- 
pression of one bank: 








‘‘Tt will certainly be necessary for the Board | 
to issue a mandatory order before even the | 
present plan would be of sufficient scope to | 
reach a moderate point of efficiency. Many | 
of the banks have indicated to us that they | 
would not come in unless compelled to do | 
so, and would not accept the mandatory | 
order kindly by reason of the great loss of | 
exchange.” | 

“We think it will be necessary” (i. e., for the | 
Board to issue a mandatory order before the | 
work can be successfully carried through) | 
“before all the banks join the system, but | 
working along the present plan, I believe 
that we can in time secure at least 50 per cent 
of them.”’ 

“* * * it would seem that, if the system | 
is to be a success, the Board will have to issue 
a mandatory order requiring all member 
banks to clear through the Federal reserve 
banks of their respective districts. It will be 
impossible for Federal reserve banks to enter | 
into relations with each other for the clearin 
of checks on their respective members until | 
all the members of each district are members 
of the clearing system of that particular 
district.” 

“* * * the voluntary collection system 
should be given about six months more to 
operate before deciding as to whether it is 
successful or not. Banks which have joined 





it are now advertising the fact that checks on 


_ tory re 


full benefit of the arrangement. 


them are. par in —. We believe this action 
will oblige other banks to join the collection 
system, and that economic pressure will come 
from depositors of the banks and from the 


merchants who now have to pay exchange 


charges which will influence more banks to 
assent to the collection system.” : 

‘“‘A great many banks have written us that 
under no circumstances would they join the 
system until it is made compulsory, and all 
banks come in at the same time. It would 
appear, therefore, that it will be necessary 
that the Board issue a mandatory order 
before the work could be carried through 
successfully.” 

“T feel that only in the presence of a manda- 
lation will we be able successfully to 
give effect to the plan.” 

“It may be necessary, and, in my opinion, 
will likely be desirable, that the Board make the 
plan compulsory before success is assured.” 

“We halews that it will be necessary that the 
Board issue a mandatory order compelling 
banks to join the check-collection system in 
order that the member banks may realize the 
Member 
banks generally expected to be compelled to 
join the check-collection system, and when the 
voluntary plan was offered a large majority 
preferred to defer ppne until they could 
observe the effects of the operation of the plan 
with such banks as decided to join. We be- 
lieve that if the plan were made mandatory it 
would in a reasonable time commend itself to 
our member banks, but for the present the fear 
of the necessity of maintaining excess balances, 
on which no interest is allowed, and the disin- 
clination to relinquish exchange profits deters 
many country banks from entering the volun- 
tary system.’ 

“We have been, and are, of the decided opin- 


ion that the Federal Reserve Board should issue 


amandatory order compelling all member banks 
in each district to become clearing members, 
thus extending the facilities for the clearance 
of checks to the entire field of industrial and 


commercial activities, as we believe was con- 


templated by the Congress in the enactment of 
the Federal reserve act.” 

The following is a list of the various member 
banks which have joined the intradistrict 
clearance system. The system did not take 
effect at the same date in all districts, and it 
has not been practicable to correct the lists up 
to the same date for all. All banks included 
in the several districts up to July 1, 1915, are, 
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however, listed below, while in some districts 
additional banks have joined the system, not- 
withstanding that their names do not appear 
inthe attached list, and a very few of those 
listed may have withdrawn. The several States 
in each district have been arranged alpha- 
betically, and the cities in which the clearing 
banks are located have then been alphabet- 
ically grouped. Where more than one bank in 
a given city or town is a member of the system, 
such banks are then grouped alphabetically. 
The latest returns show that the clearing system 
comprises a total of 2,373 banks, taking all 
districts as an aggregate. 

List of member banks which have joined the collection system 

* of the Federal reserve banks. 
DISTRICT No. 1. 
























City or town. Name of bank. 








First Brid 










rt National. ... 







itveds.s ccoebtaeetes National .......... 
BR sitedds ccc cewess eneee National Union National 5-2 
DR cccdcucccdeleegeeur Old Boston National. ........ 5-3 
Oude abcd cccccccdgaeeagcn Peebles National Bank of 5-107 
isbeaduccéevevess tite Second National WORE ET IT 5-17 
DUR Uikccctssdegcea eee Webster & Atlas National... 








Plymouth National. ......... 
Mount Wollaston National... 
Ch National 


wane reeseeee 


eee eee Pere eT eee 


see erereee 








Claremont................-.- Claremont National.......... 54-73 
Manchester... ...........004. Amoskeag National.......... 54-6 
So ELIS ce rchants National.......... oa 








List of member banks that have joined the collection system 
v of the Federal reserve ™ 


mtinued. 


DISTRICT No. 1.—Continued. 























City or town. Name of bank. —_— 

,  BHODE ISLAND 

MNP EANAR . 000000505-<dbsKeie National Exchange.......... 57-2 
VERMONT 
Bellows Falls...........-++-. on <9 Bank of Bellows 58-60 
| 4 
mtpelier 1... ss..s-0--5- First National.............+- 58-43 
orth Bennington........... 1 itp ail "ES RE ae 58-112 
St. Johnsbury..............-. ts National.......... 58-38 
BOGE s 0 oo: vo nkitsGba ds dots State National............... 58-84 
DISTRICT No. 2. 
NEW JERSEY. 


eer eee eee ee ee 


eee r ee eee eee 


m National.......... 
mal Freehold Bank- 


PT eee eee ee eee eee eee 


eee eee eee eee 
ree eee eee ee eee 
wer ee ewe eeee 

Oe eee eee ee 


Pins chesecescess 4éuunhie The First National............ 
Ridgefield Park............. First National................. 
«TET TT ne | Beane = 
> ee oe , tech tchndsvndeowes scans 

DG. s-kaacitat <teennets- Second National.............. 

SE dtnkesceescdauteen is nnccamketideee 


Pee eee CeCe C eee Ceres 


eee eee ee eee ener wneee 


See eee eee eee sew ene 


eee eee eee eee eee 


ee eee eee eee eee 


Pee eee CeCe eee eee eee 


Poe eeeEC ECC OCCCECr Cee 





National Commercial. ........ 
New York State National. .... 
tional 


eee teen eneee 
ereeere rr eter 
ae eeeeenee 

eee eee enenee 
eee eee eeeneee 
eee ee eer 
ewww rnnen 


tional 
National Bank of Far Rocka- 
Wiest Willonel...<....<2:-:;-. 
National Bank ot Glens Falls. . 
ashingtcn County National. 
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List of member banks which have joined the collection system | List of member banks which have joined the collection system 
of the Federal reserve banks—Continued. of the Federal reserve banks—Continued. 


DISTRICT No. 2—Continued. DISTRICT No. 3—Continued. 








City or town. Name of bank. : City or town, Name of bank. 











NEW JERSEY—Ccontinued. 


Peoples National. Pitman Pitman National. 
Firrst National Ocean Me wom National 
a County National. . First National 

First National 


or. 


Banking Associa 
Battery Park National. 
Bronx National 
Chase Natio: 


mal 
Chatham ¢ Phenix National. . 
eras ational 


Citizens 
Coal & Iron National 
cost aed National Farmers National 
National National Bank of cm 
National Bank of Cham 
Abington N 
National Bank of aot Cheater Val- 


National 
ews & om National. . 
echanics & Metals National. 
eden ts Ex 
Merchants Na 
National Bank of Commerce. . . 
er Fi Butchers & Drovers. . 





National 
| National, Bank of Werte, . 
| First National 











Boardwalk National 
Berlin National 
Fir: f a 


Nai Bank of 

is of the Norteern 
a Security..... E 

.| Ninth National 


Mechanics Natio 
Moorestown National. 
Union National 

First National. . 























reo eww i i tee a 
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List of member banks which have joined the collection system 


of the Federal reserve banks—Continued. 
DISTRICT No. 3—Continued. 


List of member banks which have joined the collection system 


of the Federal reserve banks—Continued. 
DISTRICT No. 4—Continued. — 







































Maidieunivedtveweeua Bank of Commerce, N. A....... 








BOR oa eS oes ve divas Central National. .............. 




















Transit . Transit 
City or town. Name of bank. number. City or town. Name of bank. number. 
PENNSYLVANIA—Contd. ,  OBIo—continued 
Philadelphia............... Quaker City National.......... 3-42 | Cleveland.................. Cleveland National.. Lakin’ aalanen 6-5 
GRAS oa veW cher es ecue Sixth National................. y* Dea) Seer ere ee F ‘ 6-10 
GD Ss Gv ap ememh ts Southwark National........... 3-7 WOiesi sess ER Tvoaat OM, Saeed soeSs cscs. 6-12 
eee pete dr Southwestern National........ 7 OT er tr ational Commercial. .......... 6-8 
Do 1 Do National 6-15 
25-16 
25-3 
25-5 
25-7 * 
25-2 
eens : 25-12 
Deh ascdacacocavnsda Pennsylvania National......... 25~4 
= pivenbeedeeohen + oe g pet aod National. ......... 25-1 
gli i Repel ed tac Og toe. 56-279 
BS cess tees an ss cans National Union................ 56-28 
Scranton................... First National................. 56-358 
MAT Csecccnceesecsed T National. .......:..-..:. 56-943 
Raia 6 pee oo bisteunie Traders National............... 56-197 
Selins Grove............... Farmers National.............. 56-285 
pensburg.............. Peoples National. .............. 56-572 
Deeerissncoctntees Na See 56-272 
Terre Hill.................. Terre Hill National............ 
REEDS ES pte: Tremont National..............| 60-917 | Greenwich................. 56-790 
UNL OR Es ss sb eicestesc pee bey benn National Bank of Brad- | 60-1005 | Hamilton................... 56-91 
nal Miinditevcevveccerewd 56-92 
Watsontown............... Farmers National..............| 60-939 | Hilsboro...................| 56-501 
Wi --| Citizens National...............| ©0602} po... 56-500 
Be oe 4 wa Pid 56-1019 
SR 56-110 
ike, Sith ni gs8 <weee valde 56-249 
Ricsiis aches o<s Sai er 
sins save stnans Joh 
60-196 | Mount Sterling 56-740 
60-165 | Mount Vernon............. 56-298 
60-155 Do 56-297 
60-153 56-1069 
56-180 
TRICT 36-210 
DIS No. 4. Pc 
A ae ee ee 56-164 
Se aca kasvcaebie Oa caseie 56-162 
First National.............. 73-382 | Springfield................. 56-673 
..| Citizens National........... eae SS ee Oe ae pan 
‘ Georgetown } National a eee eee eer oe one ael 56-253 
First Nationgl.................. TAA | SUES woes seen ener sinnense 56-1 
Bank of Maysville, National Came cit BOS oc <> hit appapinanemaliaiaies ola ia 56-4 
Bank gain. pe Tanntcnnccensacasen! 56-2 
MM Licnsccwsveesecs State National................. TBMOD | oi BrOs 0 nw ones ons sc dies 
Mount Sterling............. Mount Sterling National. . 73-149 | ‘Vadsworth................ poe 
MOG dais WSekesde sede Traders Na Didevapcudoceren 73-150 | >) apakoneta.....-......... 56-46. 
: os ST Ee Montgomery National.......... TB | Oo Geeraet....- ~ -- +--+ <0 0-5 —- 
Neowport.........5.....0... German National............... AE Bs, itt iegamuanammenar vepiers'e 


PENNSYLVANIA | 
Weerer WHS. 66.65. cscs Farmers National.............. 
Bellevue is a ee 2 oa _ Citizens National............... 


-.| Peoples National... 
.| First National. .. 


es) Pee eee ee eee eee ee 
ee 

rrr) ee eee eee eee eee 
eee nee ne enee 

ee er 

eae e nee wennee 

eee ewe eeenee 
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List of member banks which have joined the collection system | List of member banks which have joined the collecyion system 
of the Federal reserve banks—Continued. of the Federal reserve banks—Continued. 


DISTRICT No. 4—Continued. - DISTRICT No. 5—Continued. 





City or town. Name of bank. ‘ City or town. Name of bank. 





PENNSYLVANIA—Contd. SOUTH CAROLINA—Contd. 
ving wes Netheshhan cama mal. feet National... ... eivsaeveses 
—— 


People’s National 
Second National Bank of Alle- 


..-| Alexandria National 
pers National 





ISTRICT No. 5. 





Columbia National 
District National 
Franklin National 


‘Formers National 

Farmers & Merchants National. 
First National 
Merchants-Mechanics National . 
National Bank of 

National Bank of Commerce. . . 








Garrett + ; 
Sykesville National. . 








Murchison National 
First National 
Merchants Nati 





City National 
First National 
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List of member banks which have joined the collection system 


List of "30 banks which have joined the collection system 












































of the Federal reserve banks—Continued. the Federal reserve banks—Continued. 
DISTRICT No. 6—Continued. DISTRICT No. 7—Continued. 
City or town. Name of bank. — City or town. Name of bank. a 
GEORGIA—continued. ILLINOIS—continued 
Fort Valley. ............... I an a:n icseco nied i pec I lial 70-885 
De aitnnpndnupthbllitnd Ike American National.............|...... Lewistown. 70-602 
Ren cddnacviccnndeans Ci ee OR ere I oa. liners: nevameeiil 70-207 
Ba wdewe neon ditiseiae. Pourtth National...............)sssvcsccs. See eee 70-768 
Me ipdeinanévensnssomeke PUMMEMIODL, ... 25sec nnecscpinavdesese Moweaqua 70-720 
gg 2 PERC RAS BS or I Fan fe TS Heogs: AR ERE) Paar Pay | 
ds cbaucnccesconceeuewes Mss Sc cccceceuseenscavctanedeekes ewman. 
Sandersville................|..... oo. i day eldnctdatmiaedl died eg Wadi anid he) + panna 70-9 
ME windeivncass-+0sccendSgieeee OBE os oon sinncnqndeccasnsiedpeeeea 1: ToLEiged nese d bsacnlskilie 70-4 
a inva o:sie- 2 40's « acelieeeaen Wa Bn is ncn enc cnte ences oa rhs Scine sdinceieioas 70-1 
NS avin ns co oc n'e mascsdiaaabe DE anikis.oc annn kndinne dos oe alin Rockford 70-44 
Savannah.................. National Bank of Savannah....|.......... VEE Jaccavesceccei 70-40 
NU nntbiedustxsancont OD EEE SOS ETE es ORR ERe Seen ae: 70-39 
70-1603 
Rebiisckdetuncaenens 70-763 
Hibernia National..............|.......... 
New Orleans Nationel.......diibeshaeas ds 
mai 
rere ae ee 71-620 
meet —* e ae Pr AS Na eiaiaine gS. 71-222 
a ay eee 71-463 
First x I cn. so ob onwecicks RAMS 71-405 
Hamilton National.............|.......... 71-268 
P PF noan wertieseartcns eneeias 71-485 
I FORME 71-27 
National: honk of Franklin. ....|.......... 71-520 
ee Sere ats 71-85 
.--| City National............. ave 71-83 
..-| Unaka National. . 71-704 
:| Holston National... 71-139 
Third National................. 
Union National................ 71-179 
:, fee eeeoe 71-394 
merican National 71-125 
on National 71-362 
First National.................. 71-172 
American National. 71-357 
Broadway National 71-356 
ee Valle 71-203 
F and: First National. ....|.........< | Tiptom...........-..c-.-00- 71-387 
Tennessee Hermione National .|.......... 71-276 
Peoples National............... asiwes 
EE eee IOWA 
Peeps Weeenal. .........-5...hediveumass : 
nese rerere rena <fdanmeind Armstrong.............+--+ First National..........-.----. 72-005 
ea a National............ Be 
DISTRICT No. 7 Sin detcncecnscvénsund Merchants National............ 72-47 
Se cchancoccsucocenpins Farmers National.............. 72-445 
ve BcT | alee wc gee eee Pi 
___ SBE PTE ERE O'S 2. SS ETE LE RISER? « 
ie . oe Eth, <= ncamcanuelainad _ Ds dncith ebsainieee gt 
Bloomington............... State National. ................ RR nn > ag genie lena 1 5 ey ‘ Neen: eke 
RRixiticsssscoersosaes Calumet National... ---- 22.2... Maple --do 72- 
a a Raa Central Trust Company of Iili- Li gd 
nois. 
hE a Continental & Commercial Na-_ ae 
Mas navn eescbuekenh Corn Exchange National....... 41-5 
Do.. a —* aul m acaiaae 41-3 
Do.. First National................. 72-387 
Do First National Bank of Engle. | 2-109 qd 72-31 
wood. WEED casnccccccancsusesckgused Blanca no ty ens needs manu 72-276 
ke ES Fort Dearborn National........ | 2-12 | Webster City..............|.---. GO. - 2. - 2. eee eee ee ee ee ee eee 72-166 
Mist asins cnecesedeee dea Live Stock Exchange National. 2-147 
Micka hipasecse eee National Bank of the Republic. 2-13 MICHIGAN. . 
siding Leohangccart National City................22 2-22 , 
Bie helen skce ss eaan che National Produce.............. 2-59 | Alpena.................-.-.| Alpena National............... 74-122 
Ba nk Shinn iema'ye oot Ravenswood National.......... ER ccecceecasescconied Piet — Oia Detroit National. 9-1 
iwiiagrtasesescqh one Washington Park National. .... 2-144 io etececcccoersne pened Merchants National............ 9-27 
NEST RIT READ First National. ................| 70-1013 Se sink eaten o 0 SaRRAe Bank of Commerce... 9-24 
PEI Loc coc ceweee sacatinual Me oes evocanccccoceahcest 7) an Grand Rapids icongeeusatle Grand Rapids National City... 74-2 
MID ons os + 6.0 Sdcohaleaned eh ial palate Ld K QZ00.......-.-----+--| Kalamazoo National........... 74-45 
Scio otnvnecoes sdeaeeinisinan coe co0epeecaas | 70-1297 | M Deities seockespedinad First National................. 74-396 
dt cies sc esecnss ans Galena National. .............. | 90-420 | Port Huron................ First National Exchange....... 74-91 
ibe ica RCE First National.....00000..00.0. | 90-900 | Reed City.............----- First National............----- 4-369 
(RR gp AIRE A oe ini ibid able feed SIR 70-59 | Saginaw........------es00- Second National.........-..... 74-22 
Teh iidecesncessss coe Joliet ES aaa OPES TSE so vkcerenosnssersaced Vassar National............-.-- 74-375 
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of the Federal reserve banks—Continued. of the Federal reserue banks—Continued. 


DISTRICT No. 7—Continued. DISTRICT No. 8—Continued. 








City or town. Name of bank. { City or town. Name of bank. 








ILLINOIS—continued. 
First National. 

ate Pirst National. : 
peg . 


tr: 
Christopher 
Cobden 

een. 














Eureka Springs 
Fayetteville 


Grand Tower 
Granite City 
Granite City National 
Farmers Nat: 


iredtora National 
pa: — 





do 
National Bank of Benld 
hex’ mesa 


i City National 
First National 


airo 
| Seton National 
nee National 
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List of member banks which have j 
of the Federal reserve banks Continued. 


DISTRICT No. 8—Continued. 


joined the collection system 


List of member banks which have joined the collection system 
of the Federal reserve banks—Continued. 


DISTRICT No. 8—Continued. 





City or town. 


Name of bank. 


Transit 


number. 





City or town. 


Name of bank. 











Tee eee ee ee ee eee ere 


















eee eee reer 


Terre eee ee eee eee eee 


eee eee ee eee ee ee eres 


eee cere ere 














INDIANA—Ccontinued. 








ional Deposit 
..-| Allen Ne mae pee. 
.| First National. . voted 


National Bank of Commerce. .. 
Citizens National 
pL ERE errr 


Oates eee ew wees 







Pere eee ee eee eee eee 
ree eee eee eee 
eee eee 

Pree eee ee es eee eee 
Serre e eee ee ee eee ee ee 
leew ewe ee seers ssseesecesee 
lowe ee eee eee enews eeeseeee 
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Tish. of member beaks which hove joined the neledtinn Ute List of member banks which have joined the collection system 
of the Federal reserve banks—Continued. of the Federal reserve banks—Continued. 


DISTRICT No. 8—Continued, DISTRICT No. 9—Continued. 








City or town. Name of bank. 








do 
Scotland County National 
ie en tional . 


tional 
Mechanics-A merican National. . 
Mercantile National 
Mercantile Trust C 


cmonente}aclede National. 


Peoples National 
a National 





National City 
First National 











DISTRICT No. 9 





MICHIGAN. - 6 
araga County National 
First National Bank of Alger 
pense 
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the Federal reserve banks—Continued. 


List of ae banks which have joined the collection system 


DISTRICT No. 9—Continued. 


List of member banks which have joined the collection system 
of the Federal reserve banks—Continued. 


DISTRICT No. 9—Continued. 





City or town. 


Name of bank. 


Transit 
number. 


Transit 


City or town. number 


Name of bank. 





MONTANA—Continued. 





Pee eee Ce ee eee eee ees 





Fine PIE ssn ccccccsccccctll 


a. Oe aa canewnd 





Mie} National 





2098—15——5 


93-121 


79-78 
79-390 
79-113 
79-292 
79-294 








» WISCONSIN—Continued. 























Colorado Springs 
“ Do . 








Widesbescyes Sesh dna RS ae a eae 
Golden SRR SONY HR > Woorl-itubey National... ....-|- 22.2.0. 
GROMER. wiih 5 obiew'd oe siceniste Virst Nabional. ...............-<fisecdavne- 
Grand Junction...........- Grand Me mwd Wabtomal. «oo. << forge. cess 
I Oia 5 do bvs ccccsenser ee een ee 
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the Federal reserve banks—Continued. of the Federal reserve banks-—Continued. 
DISTRICT No. 10—Continued. DISTRICT No. 10—Continued. 
City or town. Name of bank. fain wl City or town. Name of bank. Ba nol 

























First National Bank...........).......... 
rman National Bank of |.......... 
Northern Kansas. 

dea National Bank........... 

"Farmers National Bank f 


Peoples National Bank........ 
Jewell County National Bank. . 









do. pat Caney Valley’ National Bank...|.. 
Rin newescs<snceennels Merchants and Miners National.|___. Home National Bank.......... 
ns acces paeecesee First National.................. Cedar Vale National Bank..... 
Julesburg Dosbaugh National Bank...... 
v0 National Bank........... 


do 
Chase County National Bank.. 
Exchange National Bank...... 
Council Grove — Bank. . 










a do 
.| Farmers National. is PR 
veetn County iiai | lis 
un ational........ aie 
First National Dn aenendes cee 





National. 
pe a City National..........).......... 
National Bank of Commerce. ..|.......... 


wo we pW ccc cere eee rec escceesecces 


rrr)! || Perrrrerreettereree rrr stray 


cere See ee eee eee rer ee 


; Baxter National Bank. wes 
-| First National Bank. . os 
The National Bank of Belleville.|. 
Peoples National Bank........ 
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DISTRICT No. 10—Continued. DISTRICT No. 10—Continued. 











City or town. Name of bank. 





Citizens National 
Commercial National 
First National. - 
Northrup National 


First National. - 
Commercial National. . 
Peoples National 

sheer 239 National 


The National Bank of Kingsley. 
First National 


Moffett Bros. National Bank. . 
Lawrence National Bank. . 


Leavenworth National Bank, .. 
Manufacturers National Bank. . 
her National Bank 


do 
Farmers National Bank 
ee hy ational Bank 


do 
ons National Bank 


ional Bank 


" —, orm National. . 


Moline National Bank. ........ 
rd National Bank “ 


ieee a bs guna 

Citizens National B 

The National Bank of of Ness sid 

.| First National Bank #3 

:"| Midland National Bank.. 
.| First National Bank... 





a 

.| Joplin National 

Commonwealth National. 
National 


First Na‘ 
zeenenee National = 
First Nati ational B 


Miami County National 


Peoples National 
First National 


Nailonal Bank of Pittsburg. . 
Pittsburg National Bank of 

















Do 
North Kansas City 
Plattsburg 
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MissouRI—continued. NEBRASKA—Continued. 


Pleasant Hill,...........--. 


erman-American National. ... 
Tootle-Lemon National 
First National 


First National AS 

National Bank of. J do 

.| Albion National. Ae Pe Ap : Do ry en National. 

First National... as eelea : sés ...| Exchange National. 
yl ad "3 Do First eee 


.do 
“Central wx National 
do National 


do 
pon gee National 
City National 
First National 
First National 


City National 
er rei 


a. erent Nati. 
.| Nebraska oe ga 


























August 1, 1915. 


FEDERAL RESERVE BULLETIN. 


207 








List of noe banks which have joined 


the Federal reserve banks—Continued. 
DISTRICT No. 10—Continued. 


the collection system 


DISTRICT No. 10—Continued. 


List of member banks which have joined the collection system 
of the Federal reserve banks—Continued. 











City or town. Name of bank. Pe ona City or town. Name of bank. —— 
NEBRASKA—Continued. ,OKLAHOMA—Continued. 
EE | SO FS Oe eee eee 
UE WEG oh. cine chisccescalsumpeeibel P20 MME telco cegsicesaaunar I sc cos cccccsceashkegheesa 
vAP EA Lg! Si aa maa Reine tapas) Sewage ng pleta secede: - +065 ssn 4 ccctestepses oe seesicces 
oh ted MDMIDEE pd... ><-ccdbanssnusletreeiea< rere ee en eee oeeeeceres 
ey teeth AR Rare Hbeer es wey ape aa OM andccesccsgesssccees fe, @lacccces- os sec agsioces 
—.. , £. SS Sea SE eReeeaaetor i. 3. SESE Ge hemtro 
Btocmmen’s National... .. 2:2). -].....c0.-- | APORGEB...........peecceveht cane Go RE Dn ek cc ccrdes ceo ks eaeae 
o 


.:.| First National... ... 
..-| Schuyler National. . 
.| First National 


"*"| Citizens National. 


RIBS TS PEG wrereelyen 
Smith National. ....... 


Sones 1 PN osc cnccwonteskos 
7 aaa Ma capaaniceoweene 


Te Lee eee eee eee eee eee 


paaeons 1 | RRR ES eters 
First National. ................ 


Tecumseh National 


Tilden oo: 
First National. . 


ees!) Perr ee ee eee ee ee eee ee 


ree ee eee ee eee 


City National.................. 
ne’ nummy Tatteleateaeet Srinest * 3 4 


Tere See eee eee eee eee eee 


= National........ 


First National... ... 


eee) eee eee eee eee ee eee ee eee 


City National LT eaenaewemennea 
WS OUI Sao co ce ccnccccces 


ational 
National Bank of New Mexico. 
First National. ...............; 














Galvin National... .- 
.| Carmen National. . . 
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List of member banks which have joined the collection system 
of the Federal reserve banks—Continued. 
DISTRICT No. 10—Continued. 


DISTRICT No. 10—Continued. 
City or town. Name of bank. 








City or town. Name of bank. 





OKLAHOMA—continued. 





OKLAHOMA—Ccontinued. 


ity National 
| First National 








: ational Bank of Commerce. . . 
Pauls Valley National.......... 


American 


iticaes National 
Ba da National 

rs and Merchants National 
vrret National 


tional 
slional Bank of Commerce. . .| erry 
F 
National Bank of Commerce. - . rp Fomor Wen 
chee National 
National Aang of Commerce. . 


0 National 
” First Natio: 





Farmers National... 
National Bank of... 
Keota National... 
First National... . 
Peoples National. . 
First National. . 
Peoples National... 
First National 





Merchants National 
American National 
ua National 


do 
eckham eoanty National 
—— Natio: 


City National 
- National 
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OKLAHOMA—Continued. 


Stillwater National 
| American National... . 
ae apna 














Liberty National 
National Bank of Commerce .. 
har: Sy National 


Corpus Christi National 
American Exchange National... 
ee 
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CALIFORNIA—continued. 
Los Angeles (Hollywood 
ao 


Do 
San Luis Obispo 
Santa Bar 


First National 


do 
Van Zandt nen National. . 
Citizens National 














Cc Citizens National 
First National eard ...| Reardon National. 

United States National......... Rosalia ..-| Whitman County National 
First National 
Healdsburg National 
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INFORMAL RULINGS OF THE BOARD. 


Below are reproduced letters sent out from 
time to time over the signatures of the officers 
of the Federal Reserve Board, which contain 
information believed to be of general interest 
to Federal reserve banks and member banks of 
the system: . 

Annual Election of Directors. 

By direction of the Federal Reserve Board, 
I transmit outline of a plan relating to the 
annual election of directors of Federal reserve 
banks, and the precedure to be followed therein, 
for such comment or suggestion as you may 
see fit to furnish. The proposed plan is as 
follows: 

(1) The annual election will be fixed for the 
third Tuesday in November, which in the case 
of this year will be the 16th of November, 1915. 

(2) The Federal Reserve Board will issue 


instructions for the grouping of banks in each 
district in groups of one, two, and three, and 
designate what groups are to elect directors. 
Except in the case of death or resignation, 
there will be only one class A and one class B 
director to be elected in each district each year, 
to hold office for three years, or in the case of 


filling a vacancy, for the unexpired term of his 
predecessor. 

(3) The returns from the elections of class 
A and class B directors will be in and announced 
December 1, or as soon thereafter as ible, 
and at the same time the Federal Reserve 


Board will announce the name of the class C 


director named by it to fill the vacancy. 

(4) The Federal Reserve Board will notify 
the Federal reserve banks to have a meeting 
for the organization of its board of directors 
and the election of officers at the first conveni- 
ent date within the first 15° days of January, 
1916. 


Application of Internal-Revenue Tax. 

Under a ruling by the Solicitor of Internal 
Revenue, dated February 15, 1915, all docu- 
ments, instruments, and things mentioned in 
schedule A of the act approved October 22, 
1914, when issued b the Federal reserve 
banks, are subject to the tax imposed by that 
act. A copy of the act is inclosed, and your 
attention is directed to schedule A, appearing 
on pages 16 et seq. 

is opinion has no connection with the 
opinion rendered November 28, 1914, by the 
licitor of Internal Revenue, under which 
the capital stock of Federal reserve banks is 


held exempt from the special tax provided for 
by section 3 of the act of October 22, 1914. 


Duplicates of Capital Stock Certificates. 

For the convenience of the Board will you 
kindly have certificates of, increase of capital 
stock, Form 58, and certificates of decrease 
of capital stock, Form 59, made in duplicate, 
mailing one copy to the Comptroller of the 
aes yf and one to the Federal Reserve 

oard. 


Committee Action on Trustee Applications. 


For your information there is inclosed copy 
of a letter sent to Federal Reserve Agent 
of the Federal Reserve Bank of 
[Inclosure.} 

Will you accept recommendation of our 
executive committee on member banks’ appli- 
cations to act as trustee or must they be 
passed upon by full board. 


Reply: 
Recommendation of executive committee 
considered sufficient. 


Time and Savings Deposits. 

The Board’s attitude in the past has been 
that, where banks receive savings deposits 
subject to enforcement of the 60-day notice, 
and where such right of enforcement was defi- 
nitely made known to the depositors in the 
way indicated, the deposits in question are 
subject to 5 per cent reserve. That appears 


to be the case with the deposits described by 





| 


| posits. 





ou. 
‘ Of course, if ‘‘the depositor is led to believe 
by advertisement or printed rule” that he can 
in fact get his money without notice, the de- 
posit does not fall within the intent of the 
regulation. Nevertheless, it is true that, 
under the Board’s ruling, banks are allowed 
to pay money to depositors without exacting 
the enforcement of the notice. In other 
words, the notice is merely waived as a matter 
of courtesy; and the definite understanding is 
that it may be applied at any time. Other- 
wise, the deposits are in reality demand de- 


Composition of Executive Committee. 

The Board recently received the following 
letter: 

“A short time before the opening of the 
Federal Reserve Bank of you sent us a 
form of by-laws, the adoption of which at the 
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time we thought desirable. In the form sent 
us the following paragraph appeared: 

““*There shall be an executive committee 
consisting of the governor, the Federal reserve 

ent, and one or more directors chosen from 
classes Aor B’ * * * 

“From its reading it would be inferred that 
a class C director was not at any time ex- 
pected to serve as a third member of the 
executive committee. I understand, how- 
ever, that in several of the banks class C 
directors have the same standing and privi- 
leges as to serving on the executive committee 
as do classes A and B. 

‘Now since all our directors of classes A and 
B have served as members of that committee, 
we request that you inform us if there is any 
reason why a class C director should not assume 
the responsibilities connected with service 
on our executive committee as a third member. 

Reply was sent as follows: 

‘Your letter of July 10, respecting the com- 
osition of the executive committee of your 
oard, has been received and duly considered 

by the Federal Reserve Board. 

‘“‘T am instructed..to say that the board 
sees no reason why your board should not, if 
it chooses, amend its by-laws in such a way 
as to permit a class C director to serve as a 
third member of the executive committee.”’ 


Date of Closing Books. 

With reference to your letter of July 13 
regarding the closing of books as of June 30, 
1915, you are advised that the Board’s chief 
examiner has submitted the following memo- 
randum, which appears to cover the question 
raised: , 

“A number of institutions have closed out 
their current earnings and expense accounts 
and established a net balance under the head- 
ing ‘Profit and loss account.’ This was done 
in line with the general custom of banking 
institutions to close their accounts on June 30 
and December 31 of each year. 

“It would appear that Mr. Elliott is of the 
opinion that it would be better to defer the 
closing out of accounts until the end of the 
calendar year. 

‘Personally, I believe that the question is 
one of policy, and it would be better to have 
uniform practice among the Federal reserve 
banks. Xt the same time, in case the banks 
prefer the first-mentioned method, there is 
no good reason why they should not be per- 
mitted to do so, so long as monthly reports 
are made to the Board as to expenses and 
earnings on the forms prescribed. Would 





suggest that advice be made to Gov. 

that, in the opinion of the Board, while it ma 
be desirable for the banks not to close their 
books until December 31, 1915, no objection - 
should be raised should the Federal reserve 
banks desire to close their books on June 30, 
with a view to conforming to banking custom 
in the district.” p 


Eligibility of Small State Banks. 

In view of the provision of section 9 of the 
Federal reserve act which requires that “No 
applying bank shall be admitted to member- 
ship in a Federal reserve bank unless it pos- 
sesses a paid-up unimpaired capital sufficient 
to entitle it to become a national banking asso- 
ciation in the place where it is situated, under 
the provisions of the national banking act,” 
it appears that the Board will be compelled to 
refuse membership to the bank, 
unless it should increase its capital stock to 
$200,000, which is the minimum for a national 
bank in a city the size of . No way 
suggests itself by which the Board could admit 
this bank with its present capitalization. 





Eligibility of Building and Loan Associations, 

The Board fully appreciates the vaiue of the 
building and loan association, and recognizes 
it as el a distinct and important place in 
the financial field. At the present time, how- 
ever, there seems to be considerable doubt 
whether building and loan associations would 
be held to be banks within the meaning of the 
Federal reserve act. Assuming that they are 
not, it would appear that such associations 
would not be eligible for membership in the 
Federal reserve bank of any district where the 
reguans capital has been provided through 
subscriptions made by banks. No doubt you 
are aware that mortgages held by building and 
loan associations when liquidated by monthly 
payments extending over a period of years, 
would not be eligible for rediscount at a Federal 
reserve baok. 

The changes in the conditions of membership 
which you suggest would require a modifica- 
tion of the Federal reserve act, which, of course, 
is not feasible just now, Congress not being in 
sen even if all other conditions were favor- 
able. 


i 


Mule and Cattle Paper. 

Notes made by mule and cattle dealers should 
be classed as mercantile rather than tay 
tural paper. We take it that a note made by a 
dealer in agricultural implements would not be 
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regarded as agricultural paper, although the 
implements themselves are used for agricul- 
tural purposes, just as mules are. In fact, | 
ognicultaral implements are used less fre- 
quently off the farm than are mules, which ani- 
mals are often used in cities, by contractors, 
and for war purposes. We can see no reason, 
however, why a note made by a farmer in pay- 
ment, or part payment, for a mule to be used in 
farm work should not be classed as agricul- 
tural paper, but dealers in mules and cattle are 
merely jobbers in merchandise, and as they 

enerally have a mercantile rating their paper 
is classed as mercantile paper in the ordinary 
acceptation of the term. ere seems to be no 
reason why they should be given the benefit of 
six months’ maturities, particularly when such 
action would reduce your lines of long-time 
paper open to those engaged in purely agricul- 
tural pursuits. 





Interpretation of Regulation B as to Borrower’s State- 
ments. 


In three cases, specifically enumerated, the 
regulation permits waiving as to statements of | 
the borrower’s financial condition, but it is 
expressly stipulated, however, that the apply- 
ing bank ‘‘shall certify to these conditions on 
.the application blank in a manner to be desig- 
bee o the respective Federal reserve banks.’’ 

It seems clear that the Federal reserve banks | 
have full option as to discounting or declining | 
to discount any paper offered them, but noth- | 
ing in the regulation requires a member bank | 
to keep on file a borrower’s financial statement | 
relating to paper offered for discount. In| 
certain cases it is provided that the Federal | 
reserve bank can not accept such paper for | 
discount unless statements are on file with the | 
member bank, and in the three cases above 
enumerated the option is given Federal reserve 
banks of rediscounting paper even where a_ 
borrower’s statement is not on file in the mem- 
ber bank. 

Quoting again from Paragraph III of the 
regulation— 

‘It is recommended that every member | 
bank maintain a file which shall contain orig- | 
inal signed statements of the financial condi- 
tion of borrowers, or true copies thereof, etc.” | 

‘Member banks shall certify in their letters | 
of application for rediscount whether the 
paper offered for rediscount is depositor’s or | 
purchased paper, or paper rediscounted for 
other member banks, pe whether statements | 
are on file. When it does not appear that such | 


Statements are on file, except as hereinafter | 


provided, * * * the Federal reserve bank 
shall satisfy itself as to the eligibility of the 
paper offered for rediscount, and member banks 

ul be expected to use such statement forms 
identifying stamps, etc., as may be prescribe 
by the respective Federal reserve banks.”’ 

From this it would appear that the option 
in respect to waiving the requirement that a 
borrower’s financial statement shall be on file 
rests with the member bank. 


Rediscounting for Nonmember Banks. 


Your letter of July 21, asking as to the redis- 
count with a Federal reserve bank of notes held 
by a bank not a member of the system, is 
received. 

The question, which ee raise, has already 
had the consideration of the Board in connec- 
tion with the request for an interpretation of 
that part of section 19 of the Federal reserve 
act which reads as follows: 


No member bank shall act as the medium 


or agent of a nonmember bank in applying for 


or receiving discounts from a Federal reserve 
bank under the provisions of this act except by 
permission of the Federal Reserve Board. 


ag eae - that the paper offered by a mem- 
ber bank for rediscount is eligible under the 
regulations prescribed by the Board, it would 
be necessary in each case for the officers of the 
Federal reserve bank to determine whether 
or not the proceeds of such discount are to be 
used for the purpose of making a loan to a non- 
member bank. If the money thus borrowed 
is to be re-lent to a nonmember bank, rediscount 
should not be accepted without the permission 
of the Federal Reserve Board. If, on the other 
hand, a member bank had in good faith ac- 
quired from a nonmember bank by rediscount 
notes which are eligible under the regulations 


of the Board for rediscount with the Federal 


reserve bank, and such notes were held as a part 
of the assets of the member bank, there would 


_seem to be no objection to the Federal reserve 


bank’s accepting such rediscounts, provided the 
officers are satisfied that the transaction is a 
bona fide transaction and that the member bank 
did not extend accommodatiort to the nonmem- 
ber bank with a view of rediscounting notes 
so acquired with the Federal reserve bank. 

This is one of the cases which must be left 
very largely to the judgment and discretion 
of the p+ Ba reserve bank officers; and a 
determination must be reached by them on the 
facts in each case. 
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Trustee Powers. 


Applications from the following banks for 
permission to act under section 11 (k) of the 
Federal reserve act have been approved since 
the July issue of the Bulletin, as follows: 


District No. 1. 


Trustee, executor, administrator, and registrar of stocks 
and bonds: 
Yale National Bank, New Haven, Conn. 
Northampton National Bank, Northampton, Mass. 
Trustee and registrar of stocks and bonds: 
Citizens National Bank, Newport, N. H. 
Wolfeboro National Bank, Wolfeboro, N. H. 


District No. 2. 


Registrar of stocks and bonds: 
American Exchange National Bank, New York City. 
Irving National Bank, New York City. 


District No. 3. 


Registrar of stocks and bonds: 
Third National Bank, Scranton, Pa. 
Trustee, executor, administrator, and registrar of stocks 
and bonds: 
Annville National Bank, Annville, Pa. 
First National Bank, Huntingdon, Pa. 
First National Bank, Johnstown, Pa. 
First National Bank, Lansdale, Pa. 
First National Bank, Newville, Pa. 
Southwark National Bank, Philadelphia, Pa. 
National Bank of Chester County, West Chester, Pa. 
Trustee, executor, and administrator: 
Jenkintdéwn National Bank, Jenkintown, Pa. 


District No. 4. 


Trustee and registrar of stocks and bonds: 
Ohio National Bank, Columbus, Ohio. 
Trustee: 
National Exchange Bank, Steubenville, Ohio. 
Citizens National Bank, Urbana, Ohio. 


District No. 5. 


Trustee, executor, administrator, and registrar of stocks 
and bonds: 
American National Bank, Roanoke, Va. 


District No. 7. 


Trustee, executor, and administrator: 
Farmers National Bank, Wilkinson, Ind. 
Trustee, executor, administrator, and registrar of stocks 
and bonds: “ 
Franklin National Bank, Franklin, Ind. 
First National Bank, Fonda, Iowa. 
First National Bank, Rochester, Mich. 





District No. 8. 


Trustee, executor, administrator, and registrar of stocks 
and bonds: 
Farmers National Bank, Glasgow, Ky. 
Trustee, executor, and administrator: 
First National Bank, Versailles, Mo. 


Districr No. 10. 


Trustee, executor, administrator, and registrar of stocks 
and bonds: 
Fremont County National Bank, Canon City, Colo. 
First National Bank, Colorado Springs, Colo. 
Trustee, executor, and administrator: 
First National Bank, Neosho, Mo. 
First National Bank, Lyons, Nebr. 


District No. 11. 


Trustee and executor: 
Citizens National Bank, Abilene, Tex. 

Trustee, executor, and registrar of stocks and bonds: 
First National Bank, Bort Arthur, Tex. 
Sealy National Bank, Sealy, Tex. 


District No. 12. 


Registrar of stocks and bonds: 
Central National Bank, Oakland, Cal. 
Trustees executor, and administrator: 
First National Bank, Mount Vernon, Wash. 
Trustee, executor, administrator, and registrar of stocks 
and bonds. 
Vancouver National Bank, Vancouver, Wash. 


Discount Rates. 


Discount rates of each Federal reserve bank in effect July 28, 
1915. 
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Authorized rate of acceptances, 2 to 4 per cent. 

On March 10 the Federal Reserve Board fixed the fol- 
lowing rates for rediscounts between Federal reserve 
banks: 34 per cent for maturities of 30 days or less; 4 per 
cent for maturities of over 30 days to 90 days, inclusive. 

On July 22 the Federal Reserve Board approved a rate 
of 34 per cent for rediscount of trade acceptances at the 
Federal Reserve Bank of New York. : 
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The circulars and regulations given below 
were issued by the Board since the July issue 
of the Bulletin: é 


REGULATION 0, SERIES OF 1915. 
Wasnineton, July 6, 1915. 


REGULATIONS FOR THE GUIDANCE OF FEDERAL RESERVE 
AGENTS IN THE MATTER OF ISSUANCE AND REDEMPTION 
OF FEDERAL RESERVE NOTES. 


1. Federal reserve agents in making requisitions for 
Federal reserve notes to meet applications of Federa] 
reserve banks, shall use form 45. 

2. A Federal reserve bank in making application for an 
issue of Federal reserve notes shall accompany the appli- 
cation with a tender of the requisite collateral, using for 
this purpose form BD 21-1. 

3. The Federal reserve agent shall receipt for all collat- 
eral accepted by him as fulfilling the requirements of 
sections 13 and 16 of the Federal reserve act and the 
regulations and instructions of the Federal Reserve Board 
made pursuant thereto, using for this purpose the appro- 
priate form (either BD 21-2 or BD 22-2), and shall 
promptly notify the Federal Reserve Board of the col- 
ateral accepted, using for this purpose the appropriate 
form (either BD 21-3 or BD 22-3); and shall, furthermore, 
report to the Federal Reserve Board each day all notes 
issued to and withdrawn by said bank, using form FRA 5. 

4. Upon receipt of the said collateral and upon being 
satisfied that the bank has the required gold reserve to 
protect its notes, and has, furthermore, taken appropriate 
steps to transmit to the Treasurer of the United States 
the requisite gold redemption fund, at present fixed at 
5 per cent of the net amount of notes issued to the bank, 
less the amount of gold and lawful money in the hands 
of the Federal reserve agent, the latter will issue Federal 
reserve notes to said bank within such limits as the Fed- 
eral Reserve Board may have fixed, and immediately 
notify the Federal Reserve Board of said issue on form 
supplied for this purpose. 

5. If at any time the Federal reserve agent deems it 
necessary to require changes in either the amount or the 
character of collateral deposited to secure notes, he shall, 
acting for the Federal Reserve Board, call upon the Fed- 
eral reserve bank for additional or new collateral to be 
added to or substituted for that which is deemed unsatis- 
factory, issuing receipt therefor on the appropriate form 
(either BD 21-2 or BD 22-2), and shall notify the Federal 
Reserve Board on the appropriate form (either BD 21-3 or 
BD 22-3). 

6. A Federal reserve bank may reduce its liability on 
account of outstanding Federal reserve notes by depositing 
with the Federal reserve agent its own notes, or gold, gold 
certificates, or lawful money of the United States to the 





CIRCULARS AND REGULATIONS. 


amount of such notes to be retired less a ratable proportion 
of the amount of money standing to its credit in the gold 
redemption fund with the Treasurer of the United States. 
In either case a proportionate amount of the collateral 
deposited by the bank shall be returned to it by the Fed- 
eral reserve agent. Forms BD 28-1, 2, 3, will be used. 

7. A Federal reserve bank may, through its Federal 
reserve agent, exchange notes that are unfit for circula- 
tion, or may exchange notes of one denomination for those 
of another. Every such transaction shall be reported to 
the Federal Reserve Board by the Federal reserve agent 
in daily report of transactions in Federal reserve notes. 

8. Federal reserve notes unfit for circulation accumu- 
latéd by any Federal reserve agent shall be assorted, 
strapped, canceled, and bundled in the manner now pre- 
scribed by the Treasury Department for unfit United 
States currency which is remitted by subtreasuries to 
Washington, and the same standard of fitness shall be im- 
posed. These shall be shipped to the Comptroller of the 
Currency, Division of Federal Reserve Note Redemption, 
Washington, D. C. Special instructions accompanied by 
‘‘dummies” exhibiting the methods to be employed will 
be furnished upon request to each Federal reserve agent. 

Notre.—The Board expects later to issue instructions 
under which notes which are soiled, but otherwise fit for 
circulation, may be forwarded to Washington for launder- 
ing and renovating. 

9. Whenever Federal reserve notes issued by one Fed- 
eral reserve bank are received by another Federal reserve 
bank, they shall, if fit for circulation, be immediately re- 
turned to the issuing bank for credit or redemption. How- 
ever, if such notes are unfit for circulation, the issuing bank 
shall be advised of the amount and the notes shall be de- 
livered to the local Federal reserve agent, who will forward 
them to the Treasury Department in the manner provided 
in paragraph 8 for the treatment of unfit notes returned by 
the issuing bank. Upon receipt of such notice the bank of 
issue may make a demand upon the local Federal reserve 
agent for credit or for the issue of new notes to replace the 
unfit notes forwarded to the department for destruction. 
All transactions in these respects must be reported im- 
mediately to the Federal Reserve Board. 

10. If at any time the gold reserve required by law to be 
held by a Federal reserve bank against Federal reserve 
notes issued to it falls below 40 per cent (including therein 
the gold redemption fund required to be maintained in the 
Treasury ) the Federal reserve agent shall at once notify the 
Federal Reserve Board, and thereupon until otherwise 
directed by the Federal Reserve Board, a graduated tax 
upon such deficiency as provided in section 11 of the Fed- 
eral reserve act shall be established and shall be computed 
for the present as follows: 

When reserves fall below 40 per cent but are in excess 
of 324 per cent, the tax upon the deficiency shall be at the 
rate of 1 per cent per annum. 
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When reserves fall below 324 per cent but are in excess 
of 30 per cent, the tax upon the entire deficiency below 40 
per cent shall be at the rate of 24 per cent per annum. 

When reserves fall below 30 per cent but exceed 274 per 
cent, the tax upon the entire deficiency below 40 per cent 
shall be at the rate of 4 per cent per annum; and so on, 
increasing at the rate of 14 per cent with each reduction in 
reserve amounting to 24 per cent or any fraction thereof. 
This is otherwise expressed in the following table: 


Penalty tax on defi- 
Gold reserves against Federal reserve notes: ciency in reserves. 


40 per cent (legal minimum, including redemption 


374 up to 40 per cent 
35 up to 374 per cent 
32} up to 35 per cent 
30 up to 324 per cent 
274 up to 30 per cent 
25 up to 274 per cent 
223 up to 25 per cent 
20 up to 224 per cent 
174 up to 20 per cent 
15 up to 17} per cent 
123 up to 15 per cent 
10 up to 123 per cent 
74 up to 10 per cent 
5 up to 74 per cent 
24 up to 5 per cent 
0 to 24 per cent 


11. At the close of business on the last day of each month 
each Federal reserve agent shall furnish the Federal Re- 
serve Board with a consolidated statement of— 

(a) All transactions in Federal reserve notes during the 
month, showing for each denomination the number of 
notes on hand at the beginning of the month. 

(6) The number received from the Comptroller of the 
Currency during the month, the number returned by the 
Federal reserve bank, and the number issued to the 
Federal reserve bank. 

(c) The number returned during the month to the Comp- 
troller of the Currency for cancellation and destruction. 

(d) The number on hand at the close of the month. 

Agents are required to show in addition: 

(e) The total amount of notes in circulation at the end 
of the month, 


United States in hand for retirement of notes. 

(g) The amounts transmitted during the month to the 
Treasurer, upon direction of the Federal Reserve Board, 
at the request of the Secretary of the Treasury, 

(h) The amount of gold on deposit with the Treasurer 
of the United States at the end of the month, for the re- 
demption of outstanding notes. 

(t) The amount of gold reserve held by the bank, other 
than the gold redemption fund deposited with the Treas- 
urer of the United States. 

The information in paragraphs ¢ to i, inclusive, also is 
required to be furnished by telegram immediately at the 


close of business on the last day of each month for inclu- | 














sion in the Treasury Department’s circulation statement. 
A consolidation of each month’s reports from all the 
Federal reserve agents will be furnished by the Federal 
Reserve Board to the Secretary of the Treasury. 

12. The Federal Reserve Board will maintain a con- 
tinuous record of: 

(a) The aggregate amounts of orders for notes trans- 
mitted by the Comptroller of the Currency for the engrav- 
ing and printing of Federal reserve notes. 

(b) Each delivery of Federal reserve notes to Federal 
reserve agents. 

(ec) The stock of notes on hand in the Treasury of the 
United States available for shipment. : 

(d) The amounts of Federal reserve notes issued through 
Federal reserve agents to their respective Federal reserve 
banks. 

(e) The amount of notes fit and unfit for circulation 
which are in the possession of each Federal reserve agent. 
. (f) The amount of notes unfit for circulation which have 
been returned to the Comptroller of the Currency and 


destroyed. 
CuHarR.es §. HamMiin, 


Governor. 
H. Parker WULIs, 


Secretary. 


CIRCULAR NO. 16, SERIES OF 1915. 
Wasuineton, July 15, 1915. 


BILLS OF EXCHANGE DRAWN AGAINST SALES OF GOODS 
AND ACCEPTED BY PURCHASERS, HEREINAFTER RE- 
FERRED TO AS ‘‘TRADE ACCEPTANCES.”’ 


By Regulation B, Series of 1915, the Board has pre- 
scribed the conditions upon which commercial paper 
may be rediscounted with Federal reserve banks, and, 
by Regulation J, Series of 1915, rules have been pro- 
mulgated covering operations in bankers’ acceptances. 
The attached regulation is to deal with ‘‘trade accept- 
ances” as a distinct class of commercial paper, for which 


; the Board is ready to approve the establishment of a dis- 
i ee Seems Of each kane of Mnikey of Tie _ count rate somewhat lower than that applicable to other 


| commercial paper. 


These trade acceptances are more particularly defined 
in the appended Regulation P, Series of 1915, and in 
promulgating it the Board expresses the belief that it will 
considerably enlarge the scope of service of Federal 
reserve banks and, incidentally, assist in developing a 
class of ‘‘double-name” paper, which has shown itself 
in so many countries a desirable form of investment and an 
important factor in modern commercial banking systems. 

Cuares 8. HaMuin, 


Governor. 
H. Parker WI1Is, 


Secretary. 
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REGULATION P, SERIES OF 1915. 


Wasuineton, July 15, 1915. 


BILLS OF EXCHANGE DRAWN AGAINST SALES OF GOODS AND 
ACCEPTED BY PURCHASERS, HEREINAFTER REFERRED TO 
as ““‘TRADE ACCEPTANCES.”’ 


I, 
DEFINITION. 


In this regulation the term ‘‘trade acceptance” is de- 
fined as a bill of exchange of the character hereinafter 
described, drawn to order, having a definite maturity and 
payable in dollars in the United States, the obligation to 
pay which has been accepted by an acknowledgment, 
written or stamped, and signed across the face of the 
instrument by the company, firm, corporation, or person 
upon whom it is drawn; such agreement to be to the effect 
that the acceptor will pay at maturity, according to its 
tenor, such draft or bill without qualifying conditions. 


Tt. 
CHARACTER OF PAPER ELIGIBLE. 


A trade acceptance to be eligible for rediscount, under 
section 13, with a Federal reserve bank at the rate to be 
established for trade acceptances— 

(a) Must be indorsed by a member bank, accompanied 
by waiver of demand notice and protest. 

(b) Must have a maturity at the time of discount of not 

' more than 90 days. 

(c) Must be accepted by the purchaser of goods sold to 
him by the drawer of the bill, and the bill must 
have been drawn against indebtedness expressly 
incurred by the acceptor in the purchase of such 
goods. 


Ti. 
METHOD OF CERTIFYING ELIGIBILITY. 


A trade acceptance must bear on its face or be accom- 
panied by evidence in form satisfactory to the Federal 
reserve bank that it was drawn by the seller of the goods 
on the purchaser of such goods. Such evidence may con- 
sist of a certificate on or accompanying the acceptance, to 
the following effect: ‘‘The obligation of the acceptor of this 
bill arises out of the purchase of goods from the drawer.” 
Such certificate may be accepted by the Federal reserve 
bank as sufficient evidence; provided, however, that the 
Federal reserve bank, in its discretion, may inquire into 
the exact nature of the transaction underlying the accept- 
ance. 

Cuares 8. Hamuin, Governor. 

H. Parker Wius, Secretary. 





Conference of Chief Bank Examiners. 


There was held on July 12-14 at the office of 
the Comptroller of the Currency the first gen- 
eral conference of chief national bank exam- 
iners, of whom there are 12—one for each of 
the 12 Federal reserve districts. 

The following chief examiners were present: 


Jas. D. Brennan, Boston. 
Chas. Starek, New York. 

E. I. Johnson, Philadelphia. 
Silas H. L. Cooper, Cleveland. 
Thos. P. Howard, Richmond. 
C. H. Abbott, Atlanta. 
Sherrill Smith, Chicago. 

C. E. French, St. Louis. 
Peter M. Kerst, Minneapolis. 
J. D. Rising, Kansas City. 

J. C. Chidsey, Dallas. 

The only absentee was Chief Examiner 
Gatch, of the San Francisco district. 

The chief examiners were directed to co- 
operate as closely as possible with the Federal 
reserve banks of their respective districts in 
matters calculated to increase the safety and 
promote the welfare of the member banks. 

The chief examiners were directed, upon their 
return to their respective districts, to call a 
conference of the examiners of each district 
with a view to informing them individually of 
the matters discussed at the Washington con- 
ference. 


Purchase of Government Bonds. 


The Federal Reserve Board has reached the 
conclusion that Government bonds, bought by 
Federal reserve banks prior to December 31, 
1915, shall not count as a part of the sum of 
$25,000,000, which the Federal Reserve Board 
may, in its discretion, under the provisions of 
Section 18 of the Federal reserve act, annually 
require Federal reserve banks to purchase from 
the member banks whose applications for sale 
of their bonds have been filed with the Treas- 
urer of the United States. 
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LAW DEPARTMENT. 


Right of State Banks and Trust Companies to Sub- 
scribe for Stock in a Federal Reserve Bank. 


Since the publication of the last issue of the 
Bulletin, it has been learned that Louisiana 
passed a law in 1914 authorizing State banks, 
savings banks, and trust companies to subscribe 
to stock in a Federal reserve bank. A revised 
list of those States which have enacted laws 
expressly authorizing any State bank to be- 
come a member bank follows: 

Idaho, Iowa, Kentucky, Louisiana, Maine, 
Massachusetts, Michigan, Minnesota, Missis- 
sippi, Missouri, Montana, Nebraska, New Jer- 
sey, New York, North Dakota, Ohio, Oregon, 
South Carolina, South Dakota, Texas, Utah, 
Virginia, Washington. 

In the following States, though there has 
been no express enabling legislation, the State 
authorities have ruled that any State bank 
may subscribe for stock in a Federal reserve 
bank: 

Alabama, Arizona, Arkansas, California, 
Delaware, Georgia, Illinois, Indiana, Kansas, 
Maryland, North Carolina, Tennessee, Ver- 
mont, West Virginia, and Wisconsin. 

The State authorites have ruled in New 
Mexico and Rhode Island that trust companies, 
as distinct. from State banks, are eligible to 
subscribe to stock in a Federal reserve bank. 

The following opinions of counsel for the 
Federal Reserve Board have been authorized 
for publication by the Board since the last 
edition of the Bulletin: 


Surrender of Stock by a Member Bank Reducing Its 
Surplus. 

The Federal reserve act does not require that a member 
bank necessarily surrender a proportionate part of its stock 
in the Federal reserve bank of which it isa member when 
it reduces its surplus. Such surrender is left to the dis. 
cretion of the Federal reserve bank, subject to the ap- 
proval of the Federal Reserve Board. 


JUNE 17, 1915. 
Sir: The question has been raised whether a 
member bank which reduces its surplus is re- 
quired by law to surrender a proportionate 





reserve bank of its district, or whether such 
Federal reserve bank may, at its option, permit 
the stock representing 6 per cent of such de- 
crease in surplus of a member bank to remain 
outstanding. 

The Federal reserve act provides in section 2 
that— 

Every national banking association * * * 
shall be required * * to subscribe to the 
capital stock of such Federal reserve bank in a 
sum equal to 6 per cent of the paid-up capital 
stock and surplus of such bank. 

Section 5, in providing for the admission of 
a bank after the organization of the system, 
contains a provision that such a bank— 

Must subscribe for an amount of the capital 
stock of the Federal reserve bank equal to 6 
per cent of the paid-up capital stock and sur- 
plus of said applicant beak. 

It is to be noted that in both of these sections 
an applying bank must subscribe for an amount 
equal to 6 per cent of its capital stock and sur- 
plus. 

Section 5 further provides that— 

“When a member bank increases its capital 
stock or surplus it shall thereupon subscribe for 
an additional amount of capital stock.” 

It is thus clear that when a member bank 
increases either its capital stock or its surplus 
it must subscribe for additional stock. This 
conclusion is corroborated by the requirement 
that the outstanding capital stock of a Federal 
reserve bank “‘shall be increased from time to 
time as member banks increase their capital 
stock and surplus.’ 


In dealing with the question of reduction in 
the capital stock of a Federal reserve bank, 
however, the act contains no mandatory pro- 
vision for decrease of such stock on account of 
reduction in the surplus of a member bank. 
The specific language used in section 5 in refer- 
ence to this subject is as follows: 

The capital stock of each Federal reserve 
bank shall be divided into shares of $100 each. 


The outstanding capital stock shall be increased 
from time to time as member banks increase 


amount of the stock held by it in the Federal | their capital stock and surplus or as additional 
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banks become members, and may be decreased 
as member banks reduce their capital stock or 
surplus or cease to be members. 


This section further provides that— 


When a member bank reduces its capital 
stock it shall surrender a proportionate amount 
of its holdi 
eral reserve bank. 


A distinction is therefore made between the 


reduction of the capital stock and the reduc-. 


tion of the surplus of a member bank. 

An examination of the bill as it passed the 
House shows that stock of Federal reserve banks 
was to be increased only on account of an in- 
crease in the number of member banks, or on 
account of an increase in the capital stock of 
member banks, and was to be reduced on ac- 
count of decrease in the number of member 
banks or a decrease in the capital stock of such 
banks. 

In the Senate this section was amended so as 
to require an increase of the capital stock of 
Federal reserve banks whenever member banks 
increased either their capital stock or surplus, 
but this amendment did not specificaliy require 
a Federal reserve bank to reduce its capital 
stock whenever the surplus of a member bank 
is reduced. That part of the section above 
quoted which makes such decrease discretionary 
with the Federal reserve bank was added by 
the Sendte committee and was adopted in the 
conference agreement. 

It seems reasonable to assume, therefore, that 
Congress contemplated that a reduction in the 
surplus of a member bank might be merely 
temporary and accordingly vested a discretion 
in the Federal reserve bank to cancel a propor- 
tionate amount of the capital stock held by a 
member bank the surplus of which is reduced, 
or to permit such stock to remain outstanding. 

I am, therefore, of the opinion that the Fed- 
eral reserve banks may, with the approval of 
the Federal Reserve Board, legally exercise this 
discretion. 

Respectfully, 
M. C. Exxiort, Counsel. 

To Hon. Cuaries S. HAMiin, 

Governor Federal Reserve Board. 





in the capital stock of said Fed- | - 














Rediscount of Drafts Payable on Condition. 


A draft made “payable on arrival of car’’ is nonnegoti- 
able, not being payable at a determinable future time, 
and is therefore ineligible for rediscount by a Federal 
reserve bank. 


FEBRUARY 23, 1915. 


Srr: The question has been raised whether 
drafts ‘‘payable on arrival of car” are eligible 
for rediscount by Federal reserve banks. 
Section 13 of the Federal reserve act pro- 
vides that any Federal reserve bank may dis- 
count ‘‘notes, drafts, and bills of exchange 
arising out-of actual commercial transactions,’ 
and, though this language does not in express 
terms demand that the paper be negotiable, it 
must be so construed because of the whole 
spirit and purpose of the act. 3 
The act evidently contemplates that title to 
eligible paper must pass with it and that in 
event of nonpayment a Federal reserve bank 
must be able to sue in its own name on such 
paper. To secure these rights the paper must 
be negotiable, otherwise the transfer would con- 
stitute a mere assignment and the holder would 
have to sue in the name of the payee. It must 
also be noted that if the paper is not negotiable 
a Federal reserve bank rediscounting it would 
hold it subject to the equities existing between 
the original parties to the bill. The same limi- 
tations would be imposed on the Federal reserve 
agent holding such paper as security for Fed- 
eral reserve notes. The natural construction 
of the act, therefore, is that paper must be nego- 
tiable in order to be eligible for rediscount. 
The question here presented is whether a 
draft ‘“‘ payable on arrival of car” is negotiable. 
A draft to be negotiable must be an uncondi- 


_ tional order to pay to the bearer or order a defi- 


nite sum of money on demand or at a deter- 
minable future time. The drafts referred to 
above do not seem to comply with these condi- 
tions. Should the car fail to-arrive, for any 
cause whatever, the draft would not be pay- 
able. The event or contingency upon which 
payment depends must be one which must nec- 
essarily happen in the natural course of the 
laws of nature. (Weidler & Carpenter ». 


| Kauffman, 14 Ohio, 455.) 
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The negotiable instruments law, section: 4, 
which is based on settled decisions, provides 
that— 


An instrument is payable at a determinable 
future time, within the meaning of this act, 
which is expressed to be payable— 

(3) On or at a fixed period after the occur- 
rence of a specific event, which is certain to 
happen, though the time of happening be un- 
certain. 

In the case of Colehan v. Cooke (Willes, 393), 
a note payable ten days after the death of the 
maker’s father was held good on the ground 
that the father must die at some time and pay- 
ment, therefore, was not dependent on the 
happening of an event which might fail to 
occur. But in the case under consideration— 
that is, drafts “payable on arrival of car’’— 
there is no certainty whatever that the car 
will arrive, and such paper would probably be 
held to be nonnegotiable on two grounds: 
First, that it is not an unconditional promise 
to pay; and second, that the time of payment 
is not fixed and certain, because of the fact 
that the event by which it is determinable 
need not necessarily ever occur. 

In all the cases examined on this point there 
seems to be only one exception to this general 
rule, that the note or bill must be payable 
at all events. That case is an English one 
decided some time ago. (Andrews v. Franklin, 
1 Strange, 24.) A note payable two months 


after a certain ship was paid off was held 


negotiable even though the event was not 
necessarily bound to occur. The court in 
this case, however, admitted that paying off 
the ship’ was a contingency which would 
ordinarily make the note nonnegotiable, but 
went on to explain that because this ship was 
a Government one, the payment was a Gov- 
ernment obligation which must be performed. 
But even on this ground, the case has always 
been discredited by courts in which it has 
been cited. 


It seems, therefore, that a note or draft | 
“payable on arrival of car,” which may or | 
may not arrive, would very probably be held 











nonnegotiable, both at common law and under 
the Negotiable Instruments Law. 
Respectfully, 
M. C. Exxiotrr, Counsel. 
To Hon. C. 8. Harry, 
Governor Federal Reserve Board. 





Payment of Dividends by Federal Reserve Banks. 


Federal reserve banks should not at this time undertake 
to pay semiannual dividends or to carry any profits to 
surplus account before the end of the fiscal year. 


June 25, 1915. 

Sir: The question has been raised whether a 
Federal reserve bank may declare a dividend 
as of June 30, at the rate of 6 per cent per 
annum, for the time elapsed between November 
16, 1914, and June 30, 1915. 

It appears from the provisions of section 7 
of the Federal reserve act that Congress in- 
tended that dividends should be paid annually 
and not in semiannual instalments. It is con- 
ceivable that a bank might show a surplus as 
the result of the first six months’ operations and 
a loss for the last six months. If, therefore, a 
dividend should be declared at the end of six 
months an impairment of capital might be 
shown according to the books at the end of the 
year which would not have resulted except for 
the payment of the dividend. , 

After the dividend has been paid and the 
required amount has been carried to the surplus 
account, the balance of earnings resulting from 
the year’s operations is payable to the United 
States as a franchise tax. The amount of 
this tax can not be determined until the end of 
the year. Banks should, therefore, carry all 
net earnings in the account of Undivided 
Profits until the end of the fiscal year and 
should then declare a dividend, and the balance, 
if any, should be paid half to the United States 
as a franchise tax and half into the surplus 
fund, as provided by section 7. 

When the banks have been in operation for 
a sufficient length of time to enable them to 
estimate with reasonable accuracy their annual 
earnings and expenses, the Board might, in case 
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the Undivided Profit Account shows a sufficient 
amount to cover all contingencies, authorize 
the payment of the dividend in semiannual 
instalments, but until that time the letter of 
the statute should be followed strictly in order 
to avoid probable complications. 


Respectfully, 
x M. C. Exxiorr, 


Counsel. 
To Hon. C. S. Hamiry, 


Governor, Federal Reserve Board. 





Interpretation of Regulation F, Series 1915. 

The term ‘taxable property” as used in Regulation 
F-I-(c)-38, Series 1915, includes franchises in cases 
where such franchises are actually taxed upon the valua- 
tion set forth in the municipality’s return of taxable 
property. 

That part of section 14 which provides that “revenue 
bonds * * * with a maturity from date of purchase 
of not exceeding six months” may be purchased, contem- 
plates that such bonds might at the date of issue have a 
maturity of longer than six months. Bonds are eligible 
for purchase under this section if at the time of issue pro- 
vision is made for the establishment of a redemption 
fund which will be sufficient and available for the pay- 
ment of the bonds at maturity, provided, of course, that 
at the time of purchase the bonds have not more than six 
months to run. 

Certified copies of opinions of counsel on municipal 
issues may be used by Federal reserve banks under the 
provisions of this regulation irrespective of which bank 
obtained the original opinion. 


Fesruary 9, 1915. 

Sm: The following questions have been 
referred to this office by the Board for an 
opinion: 

(1) Under regulations F-(I)-(c)-3, does 
the term “taxable property’’ include fran- 
chises where such franchises are actually taxed 
upon the valuation set forth in the city’s return 
of taxable property ? 

(2) Under section 14 of the Federal reserve 
act, subsection (b) where the Federal reserve 
bank is authorized to “buy and sell * * * 
bills, notes, revenue bonds and warrants with 
a maturity from date of purchase of not 
exceeding six months,’’ does this language 
permit the purchase of bonds having long 
maturities but which are acquired by a Federal 








reserve bank withm six months of the date of 
maturity; and if so, under what circumstances 
may such purchases be made ? 

In answer to question (1), regulation F 
reads in part as follows: 

I. A Federal reserve bank may purchase 
such warrants as are issued by a munici- 
pality. * * * 

(c) 3. Whose net funded indebtedness does 
not exceed ten per centum of the valuation of 
its taxable property, to be ascertained by the 
last preceding valuation of property for the 
assessment of taxes. 

This provision is not contained in the 
statute but is a matter of regulation. The 
language to be construed is accordingly that of 
the Board, and it is within its discretion to 
determine whether or not the term “taxable 
property’’ shall include franchises. 

The courts have generally construed a fran- 
chise to be property subject to taxation and so 
giving the language “taxable property”’ its 
ordinary interpretation it would seem clear 
that franchises which are actually taxed and 
which are included in the city’s return of taxa- 
ble property should be taken into considera- 
tion in determining the net funded indebted- 
ness as provided in Regulation F. 

In the case of the West River Bridge Com- 
pany v. Dix et al (6 How. (U. S.), 507-533), 
the court said: 

A franchise is property, and nothing more; 
it is corporeal property, and is so defined 
by Justice Blackstone when treating in his 
second volume. (Ch. 3, p. 20) of the Rights of 
Things. 

In the case of Society for Savings v. Coite (6 
Wall (U. S.), 594-606), the court holds that 
the franchise of a private corporation is a le- 
gitimate subject of taxation. This doctrine is 
affirmed in the case of Provident Institution v. 
Massachusetts (6 Wall (U. S.), 611-623), and 
again in the case of Hamilton "Company v. 
Massachusetts (6 Wall (U. S.), 632-638). 

In answer to the second inquiry submitted, 
the act provides that “‘revenue bonds * * * 
with a maturity from date of purchase of not 
exceeding six months” may be purchased. 
The provision that such bonds must mature 
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within six months from the ‘‘ date of purchase” 
clearly indicates that Congress contemplated 
that such bonds might have a maturity of 
longer than six months at the date of issue. 

It is true that the term ‘‘revenue bonds”’ is 
sometimes construed to refer to short-term 
bonds or warrants issued by municipalities to 
defray expenses for a short period prior to the 
collection of taxes. 

The word ‘‘revenue,”’ however, does not of 
itself limit the term of a bond to that of a fixed 
maximum maturity but instead refers to the 
character or nature of the bond rather than to 
the time of its maturity. 

In other words, giving the language its ordi- 
nary interpretation, it would seem merely to 
indicate bonds of any maturity, payment of 
which is guaranteed out of the collection of 
taxes or assured revenues. 

The act specifically provides that such bonds 
must be issued in anticipation of the collection 
of taxes or assured revenues, but does not 
prescribe how long in advance of collection of 
such taxes the bonds may be issued. The 
provisions of the act would seem to be com- 
plied with if at the time of issue provision is 
made for the establishment of a redemption 
or sinking fund which will be sufficient and 
available for the payment of the bonds at 
maturity and at the time of their purchase 
they may be said, by reason of such sinking 
fund, to be self-liquidating at the expiration of 
six months. 

It is, of course, understood that all other 
provisions of regulation F, series 1915, must 
be complied with before such bonds may be 
purchased. 

In this connection I beg to call attention to 
Paragraph VI, regulation F, which is as follows: 

‘Opinion of recognized counsel on municipal 
issues or of the regularly appointed counsel of 
the municipality as to the legality of the issue 
shall be secured and approved in each case by 
counsel for the Federal reserve bank.” - 

The Board has ruled that where such opinions 
have been procured and approved by counsel 
for a Federal reserve bank, any other Federal 
reserve bank shall be deemed to have complied 





with the requirement of this paragraph if it 
secures a certified copy of such opinion and 

approval. 
Respectfully, 
(Signed) M. C. Extiorr, 


Counsel. 
To Hon. Cuartes S. HamMirn, 


Governor Federal Reserve Board. 


Interpretation of Clayton Act. 


The counsel of the Federal Reserve Board 
has prepared the following opinion in answer 
to a number of letters received by the Board 
and referred to him for consideration which 
involve an interpretation of section 8 of the 
act approved October 15, 1914, and generally 
described as the Clayton Act. 

While the provisions of section 8 do not, 
under the terms of the act, become operative 
until two years from the date of its passage— 
that is to say, until October 15, 1916—it 
appears to be necessary for the banks to ob- 
tain rulings on certain questions in order to 
arrange for the personnel of their boards of 
directors after this time. 

The two questions which are the subject of 
most of the letters referred to are as follows: 

(1) If a director of a national bank having 
deposits, capital, surplus, and undivided profits 
aggregating more than $5,000,000 is elected at 
the annual meeting in January, 1916, may he, 
without violating section 8 of the act referred 
to, continue to serve until January, 1917, and 
at the same time serve as a director of another 
national bank ? 

(2) Can a-director of a State bank or trust 
company having deposits, capital, surplus, 
and undivided profits aggregating more than 
$5,000,000 serve after October 15, 1916, as a 
director of another State bank or trust com- 

an agg es is a member of a Federal reserve 

an 

Both of these questions involve a considera- 
tion of that part of section 8 of the act referred 
to which reads as follows: 


That from and after two years from the date 
of the approval of this act no person shall at the 
same time be a director or other officer or em- 
ployee of more than one bank, banking associa- 
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tion or trust company, organized or operatin 
under the laws of the United States, either o 
which has deposits, capital, surplus, and undi- 
vided profits aggregating more than $5,000,000; 
and no private banker or person who is a di- 
rector in any bank or trust company, organized 
and operating under the laws of a State, having 
deposits, capital, surplus, and undivided profits 
gregating more than $5,000,000 shall be eligi- 
ble to be a director in any bank or banking 
association organized or operating under the 
laws of the United States. The eligibility of a 
director, officer or employee under the fore- 
going provisions shall be determined by the 
average amount of deposits, capital, surplus, 
and undivided profits as shown in the official 
statements of such bank, banking association, 


or trust company filed as provided by law dur- 


ing the fiscal year next preceding the date set 
for the Head election ie stark and when 
a director, officer, or employee has been elected 
or selected in accordance with the provisions 
of this act it shall be lawful for him to continue 
as such for one year thereafter under said 
election or employment. 

This act became a law on October 15, 1914. 
As above shown, it provides in terms that after 
two years from that date (that is to say, Oct. 
15, 1916) “no person shall at the same time be a 
director * * * of more than one bank * * * 
organized or operating under the laws of the 
United States, either of which has deposits, 
capital, surplus, and undivided profits aggre- 
gating more than $5,000,000.” This language 
is free from ambiguity and makes it entirely 
clear that after October 15, 1916, a person who 
is a director of a bank with aggregate resources 
of more than $5,000,000, organized or oper- 
ating under the laws of the United States or 
under the laws of any State, shall be ineligi- 
ble to serve as a director of any other bank 
organized under the laws of the United States. 

In determining whether a bank has aggregate 
resources of more than $5,000,000, the act 
provides that the aggregate amount of deposits, 
capital, surplus, and undivided profits of such 
bank, as shown in the official statement filed 
during the fiscal year next preceding the date 
set for the annual election of officers, shall be 
taken as a basis, and then provides that— 


When a director has been elected in accord- 
ance with the provisions of this act it shall be 








lawful for him to continue as such for one year 
thereafter under said election or employment. 

The obvious purpose of this provision is to 
permit a director to serve out his term if the 
bank has aggregate resources of less than 
$5,000,000 at the time of his election but 
subsequently the resources are increased to an 
amount in excess of $5,000,000. 

It has been suggested that by reason of this 
provision directors elected in January, 1916, 
may continue to serve until January, 1917, 
although they would be ineligible if elected after 
October 15,1916. It will be observed, however 
that the language quoted is a part of the same 
sentence which fixes the time for calculating 
the aggregate resources of the bank in order to 
determine the eligibility of such director, and 
following the ordinary rules of interpretation 
of statutes it is necessary to consider the con- 
text in order to determine when a director 
has been elected in accordance with the pro- 
visions of the act. 

Considering this sentence as a whole it seems 
clear that if a bank has aggregate resources of 
more than $5,000,000 on January 1, 1916, 
the stockholders are charged with notice that 
after October 15, 1916, a director of such bank 
will be ineligible to serve on the board of any 
other bank organized or operating under the 
laws of the United States. 

While Congress manifestly intended to give 
banks two years from the date of the passage 
of the act to adjust the personnel of their 
boards of directors in order to conform to the 
requirements of the act referred to, it is 
equally manifest that it did not intend to 
allow more than two years for this pur- 
pose and the first question should, in the 
opinion of this office, be answered in the 
negative. 

The determination of the secgnd question 
depends upon the construction to be placed 
upon the language ‘‘organized or operating 
under the laws of the United States.” 

As above shown, a person who is a director 
of a national bank, State bank, or trust com- 
pany having aggregate resources of more than 
$5,000,000 is ineligible to serve on the board 
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of directors of another bank organized or 
operating under the laws of the United States. 

State banks and trust companies are organ- 
ized under the laws of the State in which they 
are incorporated and exercise those corporate 
powers which are granted them by the laws 
of the State, or which are incidental to the 
powers thus granted. In a certain sense, 
therefore, they may be said to be both organ- 
ized and operating under the laws of the 
State. On the other hand, when such banks 
become members of the Federal reserve sys- 
tem they subject themselves to certain Federal 
laws. For example, they must maintain re- 
serve required by the Federal reserve act; they 
are subject to examination and supervision by 
Federal authorities, and must conform to 
certain laws relating to investment of their 
funds. Accordingly, they may be said to 
be operating under both State and Federal 
law. 


Congress has specified certain requirements | 


to which State banks and trust companies must 
conform as a condition of membership in the 
Federal reserve system. It is, therefore, neces- 
sary to determine whether it was the intention 
of Congress, by section 8 of the Clayton Act, to 
provide as a further condition of membership 
in the Federal reserve system, that the direc- 
torates of such banks shall not include any per- 
son who is a director of another bank having 
aggregate resources of more than $5,000,000. 
From an examination of the original bill in- 
troduced by Mr. Clayton on April 14, 1914, it 





appears that the section above quoted origi- 
nally read as follows: 

That from and after two years from the date 
of the approval of this act no person shall at 
the same time be a director * * * of more 
than one bank * * * organized and oper- 
ating under the laws of the United States, either 
of which has deposits, capital, surplus and un- 
divided profits aggregating $2,500,000 

In the amended bill of May 6, 1914, the lan- 
guage ‘‘organized and operating under the laws 
of the United States’’ was changed to read “‘or- 
ganized or operating under the laws of the 
United States’ and this language was retained 
by the Senate, by the conferees and in the act 
as it became a law. The use of the word ‘‘or” 
in place of the word ‘‘and”’ is, therefore, signifi- 
cant, and in order to give it a reasonable mean- 
ing it is necessary to conclude that Congress 
intended this provision to apply to State banks 
and trust companies which, though organized 
under State law, operate under the laws of the 
United States when they become members of 
the Federal reserve system, as well as to na- 
tional banks which are organized and operate 
under the laws of the United States. 

In the opinion of this office, therefore, a 
person who is a director or other officer of a 
bank having aggregate resources of more than 
$5,000,000 will be ineligible to serve on the 
board of directors of a State bank or trust com- 
pany which is a member of the Federal reserve 
system after October 15, 1916. 

Both questions should, accordingly, be an- 
swered in the negative. 
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GENERAL BUSINESS CONDITIONS. 


General business and banking conditions are 
described in reports made by Federal reserve 
agents for the 12 Federal reserve districts. 

Below are given in detail digests of condi- 
tions in the various districts substantially as 
reported by Federal reserve agents. 


DISTRICT NO. 1—BOSTON. 

_ There is little change in this district over last 
month. While the business situation, both in 

business and financially, is in a healthy con- 

dition, there is a general hesitancy, due to the 

unsettled conditions produced by the war in 

Europe. 

Although money continues to accumulate in 
the large cities and is freer in the country dis- 
tricts, banks are disinclined to put out money 
at the low prevailing rates, the feeling being 
that as the crop-moving time approaches there 
will be a better demand for money and an im- 
provement in rates. There seems to be a gen_ 
eral feeling that rates have touched bottom and 
that from now on an improvement may be ex- 
pected. General business, except in a few 
lines, is dull, and orders are not coming in as 
freely as heretofore. No accumulation of goods 
is reported in any of the lines, and the high 
price of staples especially in leather and wool, 
and the unwillingness of the merchants to 
increase their merchandise is responsible, no 
doubt, for much of the dullness. This is es- 
pecially noticeable in the trades using wool 
and leather. Business seems to be waiting, but 
there is a feeling of optimism, and it is believed 
that from now on an improvement may be ex- 
pected, though perhaps a very slow one. The 
unseasonable weather and the abundance of 
rain have no doubt also had their effect. The 
summer resorts, both seashore and mountain, 
‘ complain of dull business. 

Money conditions are about the same a8 last 
month, with perhaps a slight hardening. There 
is very little demand for money and rates con- 
tinue very easy—call money to brokers, 3 per 
cent; commercial paper, 3} to 44 per cent; 
loans to correspondents, 34 to 4 per cent; town 








notes, 24 to 23 per cent; bank acceptances, 2} 
to 2% per cent; excess reserve in Boston banks, 
$45,974,000, an increase of $10,105,000 over 
jast month and an increase of $36,008,286 over 
the same date last year. 

The cotton mill situation in New Bedford 
and other fine-goods centers continues good. 
On the other hand, the reports from Fall River 
are not quite as satisfactory as before and the 
cotton mill situation is slightly duller, owing 
to the fact that mills hesitate to buy cotton to 
any extent, and accumulate goods. The 
shoe and leather trade, while reporting fewer 
foreign orders, shows a slight improvement in 
general. The high price of leather has no 
doubt deterred dealers from placing their 
usual seasonable orders, but most of the manu- 
facturers feel that the conditions are certain to 
improve. The wool and woolen trade is dull. 
Here again the high price of wool has been a 
deterrent feature. Wool dealers, for the most 
part, have made considerable money during 
the past season, and are disinclined to replenish 
their stock at present prices and the price of 
this staple is no doubt affecting the mill situa- 
tion as well as the goods, and a hand to mouth 
policy of buying is the rule. 

Imports and exports to July 1 compared 
with a year ago are as follows: 


Exports first six months: 


Ihigs. « oid didn tees susanaetes «as $30, 282, 075 

eee eee ne A. 65, 792, 193 
Imports first six months: 

WS gceesccctehpagiatethedosbnrninds $99, 439, 188 

WOOD lives co sasacketSageeetece suntoume 89, 139, 744 


Building operations up to the 1st of July as 
compared with the preceding years are as fol- 
lows: 

Contracts awarded to date, June 30: 


WOU si ccetsbastetheeerdubesare ste ess $85, 111, 000 
BMGs). 5 AR BOR LOSS 89, 212, 000 
BODR. u sise de «beh. AdRSE “LAOS «te dEtwd 86, 174, 000 


DISTRICT NO. 2—NEW YORK: 


Reports from bankers in New York and 
northern New Jersey state that crops look 
very well and promise large yields, but in 
some sections the hay crop will be under aver- 
age, due to wet weather. The dairy business 
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continues good. Some complaints have been 
received of slackness in retail trade and un- 
satisfactory collections. Manufacturing in 
steel, leather, and textile lines shows improve- 
ment. Great activity continues in the pro- 
duction of supplies for shipment to Europe- 
Building operations are curtailed and depres- 
sion is still evident in lumber, foundries, im- 
plement works, and silk mills. Strikes that 
were referred to a month ago are still on in 
southern and northern districts. Deposits 
generally are large, but in most sections the 
demand for loans is very light. 

During June the usual mid-year inventory 
time dullness prevailed in New York City. 
Improvement in retail trade has been re- 
ported recently. Wholesale houses state that 
collections are very satisfactory. More active 
and firmer markets have developed, largely 
from foreign orders, in such lines as steel, coal, 
leather, and wool. Purchases of cotton goods 
are restricted by the weakness in the price of 
raw cotton. Labor is more fully employed 
and there are strikes in some branches of the 
clothing trade. Real estate agents report 
conditions better than a year ago and improved 
over the preceding month. Renting is more 
active, especially in the large office buildings. 
A comparison of various statistics for June, 
1915, with June, 1914, shows. the following 
changes: Exchanges through the New York 
Clearing House, $8,025,481,549, a gain of 
$181,278,782; building permits, 37 to cost 
$3,290,330, an increase of 5 in number and a 
decrease of $103,320 in amount; shares sold 
on the New York Stock Exchange, 10,900,000, 
an increase of 6,916,000 over a year ago, but 
a decrease of 1,821,000 from the preceding 
month; transactions in bonds on the exchange 
amounted to $57,824,000, an increase of 
$4,330,000 over a year ago, but a decrease of 
$6,800,000 from the preceding month; new 
incorporations, $80,091,100, an. increase of 
$34,089,000; failures, 241, for $2,018,881, a 
decrease of 15 in number and $13,508,090 in 
amount. Since January 1 exports from the 
port are $684,497,674, against $483,485,183; 





imports, $488,161,854 against $523,152,001. 
The latest compilation of railroad earnings 
shows a gain in May, 1915, over May, 1914, of 
$1,324,785 gross and $14,619,397 net. 

From June 1 to July 18 the New York clear- 
ing house banks’ loans increased $115,941,000, 
deposits increased $163,881,000, and excess 
reserves decreased $13,877,000. The market 
rates for money have remained easy and prac- 
tically unchanged since the middle: of, June. 
Bankers’ acceptances. command slightly, easier 
rates of 27g to 23 per cent, and the supply is 
lighter. Prime commercial paper, is in, great 
demand, with light offerings at 3} to 4 per cent 
with occasional sales at 3 per cent. The large 
import movement of gold practically stopped 
when the special deposits, were moved from 
Ottawa. Sterling and continental bills of ex- 
change declined to new low levels, quotations 
for checks touched 4.7625, 5.624, and 81.50 for 
sterling, francs, and marks, respectively... Rates 
have been stronger and steadier during the past 
week. The London discount. rate has in- 
creased and is now 54 per cent, as against 2% 
per cent on June 1. 


DISTRICT NO. 3—PHILADELPHIA. 


The most striking feature of. the business 
situation in this district is the absence, of en- 
couraging reports on conditions in Phils, - 
phia, contrasted with the reported im): ove- 
ment in conditions throughout the rest oi ‘he 
district. : 

In the Philadelphia vicinity business ia 
domestic lines is dull and below norme.. 
Almost no improvement is perceptible oy_r 
last month. A spirit of caution and hesitation 
exists. The outlook is uncertain, due _ per- 
haps to uncertainty regarding the business 
future of certain standard industries when the 
war shall have been terminated. 

In many specialized lines, such as the iron 
and steel industry, abnormal conditions con- 
tinue because of foreign demand. New plants 
are being built, new machinery installed, and 
several towns are experiencing boom times. 
As a result, the number of men out of employ- 
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ment has been greatly reduced, and retail trade 
has increased accordingly. The exports of the 
port of Philadelphia are increasing, and bank 
clearings are higher than for several months 
past. Perhaps the best feature of the business 
situation in Philadelphia is the shipbuilding 
industry, which is operating at full capacity. 

In sections of this district outside of Phila- 
delphia business conditions are slowly improv- 
ing, and some sections are reported as prosper- 
ous. Agricultural conditions are generally 
favorable, although in some sections where 
crops are good prices are low. Manufacturing 
lines are improving and are doing relatively 
better than retail lines. Railroad shops have 
not yet recovered from the industrial depres- 
sion, although some progress is reported. In- 
creased numbers of loaded freight cars are 
moving and a decrease is shown in the number | 
of idle cars and good order cars. The anthra- 
cite coal output is below normal. Machinery, 
boiler, and foundry concerns are doing well. 
Leather continues strong, especially as to the 
heavier grades, Improvement is reported in 
most textile lines, although the dyestuffs situa- 
tion is still critical. 

Rates for money are abnormally easy, with 
no evidence of any tendency to harden. Most. 
banks are carrying large excess balances of 
unemployed funds, which they are unable to 
loan in ways which are satisfactory to them. 
The purchase of commercial paper by the 
banks is restricted because prime commercial | 
paper at satisfactory rates is scarce, and new | 
names of the better grade are not appearing in 
the market to any extent. Purchases of paper | 
are being made at from 3 to 4 per cent, with | 
the most active market at 34 per cent. There | 
. 18 very little demand for either call loans or | 
time loans with collateral, the rates for both | 
classes of loans being 34 to 4 per cent. | 


| 
DISTRICT NO. 4—CLEVELAND. 


The steel business, both in unfinished prod- | 
ucts and finished materials, has made a decided | 
advance since last month’s report. This 








'and retail merchants. 


out the district. 


industry (the most important in”the district) 
began to show a change about the middle of 
last December, and reached its full force 
within the last three or four weeks. The tin- 
plate industry is especially flourishing, inas- 
much as the supply of canned goods was very 
quickly exhausted by the war demand. Gen- 
erally speaking, all steel mills are running 
practically full, with order books filled for 
several months ahead. Steel men predict 
maximum operations for the rest of this year, 
and at satisfactory prices. Semifinished and 
finished lines have steadily improved in price 
until they are now $5 per ton above the lowest 


point reached during the depression of 1914. 


Coke business is much better because of the 
starting up of so many furnaces. Coal busi- 
ness is improved somewhat owing to ship- 
ment of coal to the lakes for consumption in 
the Northwest next winter. Prices still rule 
unsatisfactory. The lumber business is far 
from normal either in production or price. 

The damage done to crops by excessive rains 
and floods has not been great, except in the 
southern part of the district, where there 
may be considerable reduction in the wheat 
and tobacco yield. 

The mercantile trade has not yet felt the 


'new impetus to business, but improvement is 


noted in seasonable lines, and a distinctly 
better feeling prevails both among wholesale 
Manufacturers supply- 
ing the building trades report business only 
fair. 

Continued ease of money is apparent through- 
July 1, the usual interest 
date for savings accounts, witnessed lighter 


withdrawals than other corresponding periods 


for several years. 

Underlying conditions are healthy, due to the 
fact that concerns are not carrying large 
stocks, have passed through a period of 
enforced liquidation, resulting in putting vari- 
ous economies into effect, and altogether there 


is a marked improvement in the industries 
upon which this district depends. 
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DISTRICT NO. 5—RICHMOND. 


In this district during July wheat and oats 
have been harvested at prices which, if lower 
than the fancy figures which prevailed last 
fall, have permitted substantial profit to the 
farmer. Planters who were moved to cut cotton 
acreage in favor of these cereals should be 
satisfied with the result of the experiment. 
Wheat at $1.10 and oats at 60 cents, both 
sold, should look better, certainly at the mo- 
ment, than cotton awaiting the possibilities 
of an unknown future three months distant. 
Packers’ seasonal truck has brought prices un- | 
satisfactory to the grower, as canners carrying 
large stocks from the pack of last year have 
entered the market only on their own terms. 
Potatoes, heavily overgrown, are finding low | 
prices. 

Cotton, a little late, is in excellent condition, 
but softening prices are not comforting to the 
planters, who, however, this year will have at 
their command better facilities for financing 
the crop than heretofore have been offered. 
Building undertakings generally are limited to 
repair or smaller operations, and related lines 
are dull. Retail trade is very quiet, reflecting 
both unusual economy practiced by the public 
and general midsummer dullness. Coal seems 
to be in somewhat better position both with 
respect to movement and price. Banks in 
this district are experiencing a somewhat better 
demand for credit for use in meeting usual 
seasonal needs for expenses pending maturity 
of the larger staple crops. 

While this demand is apt to continue during 
August and September, it will be well scattered 
and its aggregate amount should not be great. 
Business viewed as a whole is just about hold- 
ing a steady position, which probably is all 
that can be expected at this season. 


DISTRICT NO. 6—ATLANTA. 
Marked conservatism is characteristic in the | 
commercial and industrial affairs of thé Sixth 
Federal Reserve District, but with an optimis- 
tic tone. While there is a tendency to improve- 
ment, conditions do not show any material 
changes as a whole during the month of July. | 








The opening of the Warrior River, affording 
cheaper rates of transportation to the Birming- 
ham district and the Gulf, has.given an impetus 
to trade development in coal, ores, and cement, 
and the stiffening in the price of pig iron is 
causing an increase of activity in that district, 
While the improvement of financial facilities 
for handling the crop has somewhat stimulated 
trade, forward buying by merchants and the 
larger movements of trade appear to be await- 
ing development as to the disposition and price 
of cotton. 

Cotton mills are running to full capacity and 
a number of new mills are reported under con- 
struction. Many of the mills are filled with 
rush orders for khaki cloth and tent material. 

Building operations throughout the district 


| continue below normal, but there has been a 


considerable improvement during July as com- 
pared with preceding months. The railroads 
report good passenger travel, with little or no 
change in freight traffic. 

The Atlanta post office reports a falling off of 
5 per cent in receipts for the year ending June 
30, 1915, as compared with the year ending 
June 30, 1914. 

Agricultural prospects are reported exceed- 
ingly bright. Cotton is in fine condition, and 
the States in this district will produce a remark- 
ably large grain crop. Reports indicate a 
70,000,000-bushel increase in corn, wheat, and 
oats, with an increase in the rice crop of ap- 
proximately 5,000,000 bushels. 


DISTRICT NO. 7—CHICAGO. 

General business conditions in this district 
continue to show some signs of improvement. 
Distinct improvement is noticeable in various 
lines that are benefited by foreign demand. 
The war and the uncertainty incident thereto 
cause hesitation and caution and are responsible 
for less noticeable increase in other lines and 
entire absence of improvement in some. The 


settlement of the strike in the building and 
construction trades at Chicago; the more sea- 


sonable weather conditions, magnificent har- 
vest prospects, and easy money, all make for 


good basic conditions. 
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Noticeable progress, due to orders'for crude 
and finished products of the furnaces, mills, 
and factories, is seen at Gary, South Chicago, 
Pullman, Chicago Heights, Moline, Sioux City, 
Indianapolis, South Bend, Detroit, and Grand 
Rapids. This is due not merely to ‘war 
orders,’ but to the demands of railroads and 
other interests. 

The general merchandise market has shown 
improvement, although affected by the delayed 
arrival of warm weather. 

Commercial “paper rates remain at low 
figures—3} to 4 per cent. 


DISTRICT NO. 8—ST. LOUIS. 

There has been little change in general busi- 
ness conditions in this district during the month 
of June. The business of wholesale interests 
dealing in what may be called the necessities 
of life remains below normal, but the volume 
of unfilled orders on hand is more nearly nor- 
mal and is an indication of an improvement 
this fall. The manufacturing interests appear 
to be in much the ‘same condition as the gen- 
eral jobbing interests, with the exception of 
those companies whose product is available for 
export where an increased activity is noted. 
Failures in this district show an appreciable 
falling off for the second quarter of 1915 as 
compared to the first quarter. 

The rainfall for June was considerably above 
the normal, but does not seem to have mate- 
rially affected agricultural development except- 
ing in the lowlands subject to overflow, where 
damage has been reported. Reports indicate 


that the wheat crop will be larger than the five- | 


year average and the immediate return of sea- 
sonable weather would seem to insure a good 
harvest. The cool weather and continued rains 
in June may have retarded the cotton crop, but 
seasonable weather from now on would seem 
to insure its favorable development. Reports 
indicate a reduction of 12 to 18 per cent in the 
cotton acreage in the States within this dis- 
trict. Reports on the corn, oats, and hay 


crops indicate that there has been little or no 
damage done by the rainy season. Corn, ex- 
cepting in the overflowed land, has grown rap- 





idly, and seasonable weather from now on will 
allow the necessary cultivation and insure a 
successful harvest. The rain in June has caused 
the tobacco plants to grow rapidly and indica- 
tions are that the crop will be coarser than is 
desirable. Small-fruit crops appear to have 
suffered more damage from rain than the other 
agricultural products. The live-stock market 
in this district shows the same activity which 
was noted in the April and May reports. 

There has been little change in banking 
conditions in this district. Current rates for 
discounts remain below the normal and money 
continues plentiful. There is a scarcity of 
commercial paper of the best names at a rate 
to tempt the bankers. 

General business conditions show little change 
in the past 30 days. Conditions have not 
improved as rapidly as indications would seem 
to warrant, and from present appearances 
improvement will be slow until after the 
harvest. 


DISTRICT NO. 9—MINNEAPOLIS. 


No important changes have occurred during 
the past 30 days, except a gradual strengthen- 
ing of confidence in the crop outlook, which 
has developed a more active demand for money 
during the past two weeks. The leading 
commercial banks are of the opinion that if the 
crops suffer no damage, this demand will be- 
come quite active within a very short time, 
continuing through August. 

From the Great Lakes to the eastern slope 
of the Rocky Mountains the condition of the 
small grain crop is excellent, with the excep- 
tion that rye has suffered damage in North 
Dakota, and that there has been some damage 
to wheat, due to excessive moisture, on, the 
heavy soils of the Red River Valley and other 
districts. The season has been one of unusual 
rainfall but the damage to grain on the heavier 
soils due to this cause will be considerably more 
than offset by unusually good yields in parts 
of the district where a large acreage of grain 
has been planted on the higher and lighter 
soils. Montana probably never had a better 
crop outlook at this season of the year. With 
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the exceptions already noted, the same is true 
of North Dakota and Minnesota. 

A highly profitable element in the crop 
production of the ninth district is hay and 
forage, which under normal conditions should 
amount to about 25,000,000 tons. This sea- 
son has been unusually favorable to the heavy 
growth of grasses and alfalfa, and the crop 
that is now being cut will probably run con- 
siderably above the normal yield and will 
show an unusually heavy tonnage at good 
prices. Minnesota and Wisconsin are the 
leading western States in potato production, 
normally affording a yield of from 60,000,000 
to 65,000,000 bushels. The potato crop shows 
an increased acreage this year and is making 
an excellent growth, with the prospect of 
very heavy yields. July has brought some 
break in the continued cool and rainy weather, 
with an improvement in corn prospects, 
although it is beginning to be realized that 
corn will not be an average crop this year and 
that there is considerable doubt whether a 
good deal of it will have opportunity to fully 
mature. The agricultural colleges are advis- 
ing the storing of corn from the 1914 crop 
for 1916 planting, fearing that this year’s 
yield may not have the proper germinating 
qualities. A very beneficial effect of the pros- 
pect that of a corn crop, only poor to fair, has 
been a decided increase of activities on the 
part of farmers in constructing silos. Should 
August weather prove unfavorable, many 
farmers will cut their corn for ensilage and 
feed it. 

There has been a decrease during the past 
month in the amount of idle labor. The 
activities in the copper districts of northern 
Michigan and Montana have had a beneficial 
effect in this respect, and the month has wit- 
nessed heavier shipping orders at the northern 
Minnesota iron mines, thus improving labor 
and business conditions in that district. The 
present outlook is for heavy ore shipments for 
lower lake ports during the remainder of the 
season. 

Retail merchandising over the district is 
about normal, with collections fair. The 





wholesale trade at the large centers is in good 
condition. The only lines in which there is 
noticeable depression are in lumber, both 
wholesale and retail, and certain lines of 
manufacturing. Many industrial plants are 
showing an increased volume of orders and an 
improved activity. The agricultural outlook 
over the district is excellent, and the business 
situation, generally speaking, is good, although 
quiet. The best opinion seems to agree that 
if present conditions continue the fall months 
will bring a period of very active trade with 
considerable prosperity to the entire district. 


DISTRICT NO. 10—KANSAS CITY. 

Although some sections of district No. 10 
have been visited with wind, flood, and other 
storm damage while other sections are in need 
of rain, yet, as a whole, agricultural and horti- 
cultural conditions are about normal. The 
harvest yield will be less than last year’s figures, 
but the record of 1914 was phenomenal. The 
wheat harvest is progressing northward, and 
is now centered in northern Kansas. Thresh- 
ing is going on throughout the southern portion 
of the district, and the yield reported is a fair 
average of quality and quantity. 

Corn is doing well; there is a good stand and 
every indication points toa bumpercrop. The 
production of sugar beets in this district is 
slightly above normal. The yield in various 
sections will range from 124 to 20 tons per acre, 
possibly averaging 15 tons. The milling indus- 
try has experienced great activity, and the 
financial statements of milling concerns now in 
the hands of bankers show large profits. The 
live-stock market is active, and excessive rains 
have provided splendid pasturage. Grass cat- 
tle are already commencing to move, and prices 
are firm. During the present month the record 
price for 1915 and the highest price ever paid 
in the month of July, $10.10, was quoted on the 
Kansas City market. Receipts of hogs at 
market centers have been rather light, with re-. 
sult that prices have ranged from strong to 
higher. The horse and mule market is very 
active, top prices ruling on all marketable 
stock. 
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The lead and zinc industry is still active, | force, and within 10 days a very considerable 
with prices far above normal, although not as | volume will be coming into the market. First 
high as 15 days ago. Coal mining is showing | bales are now everyday occurrences. Great 
increased activity by reason of the demand | activity has been displayed during the past 
for thrashing and storage purposes. The oil month by various committees laboring for 
industry is quiet by reason of low prices of | the establishment of warehouses to take care 
raw material and the limited supply accepted tof the oncoming cotton crop. A considerable 
by the pipe lines. | number of houses are being constructed, 

Wholesale and retail trade is normal, with | and others are promised by the time cotton is 
fair collections. Much building and re | actually ready for storage. It is anticipated 
ment work is noticeable, with many large civic | that very large totals of bales will be held under 
projects under way. | warehouse receipt in an effort to save the mar- 

Banking business is quiet and will probably | ket from glut and disorganization. The cotton 
continue so until the marketing of ‘the wheat growers of the district have not heretofore 
crop actually commences. Undoubtedly, if | faced their real problem with so determined 


reasonable prices are received for this year’s 
crops, there will he heavy liquidation during | 
August and September. In some sections of | 
the district there is an excess of loanable | 
funds, bank deposits are increasing, and the 
demand for money is negligible. In other por- 
tions the demand for money is quite active, 
although local bankers are amply able to meet 
all requirements. Generally speaking, how- 
ever, the financial situation prevailing through- 
out District No. 10 reflects a degree of prosper- 
ity heretofore unequaled. 


DISTRICT NO. 11—DALLAS. 


This district is preeminently engaged in 


agriculture. The progress of crops, therefore, 
is of primary importance. 

Dry weather, combined with hot winds, has 
tended to cut short the corn over considerable 
areas, but spite of this, the earlier forecast of 
the bumper corn crop of the State remains true. 
The oat crop has been harvested, and barring 
considerable deterioration through North Texas 
and Oklahoma counties, on account of heavy 
rains, the crop is excellent. Wheat has been 
almost entirely harvested under favorable con- 
ditions. Both oats and wheat are now being 
offered freely on the market. 

The cotton plant has made satisfactory 


| and serious a front. 





progress in most sections, particularly in the 
southeast and central sections. Already in | 
South Texas the picking of cotton has begun in | 


Present advices are to the 
effect that the crop in this State will be very 
materially reduced. 

The live stock interests of the State continue 
in most prosperous condition. Relatively high 
prices prevail, and throughout the district 
pasturage conditions are far above normal. 

The lumber industry shows slight improve- 
ment; demand has increased somewhat and 
prices are a shade better. The oil production 


of this district has grown to such a point that 


the price for high-grade oil has been cut to 
35 cents per barrel, and even a further reduc- 
tion is anticipated. It is believed, however, 
that this may only be temporary, since the 
output from the Cushing field in Oklahoma is 
now rapidly decreasing. 

Member banks report that demand with 
them is slightly on the increase, although far 
from normal; also deposits are tending to 
slump. Many of our reserve city members at 
this season last year were heavy borrowers. 
This year they report few or no bills payable. 
This condition is reflected more or less by the 
thinness of demand with us. 

General business conditions are improving; 
merchants report better sales with more satis- 
factory liquidations. 


DISTRICT NO. 12—SAN FRANCISCO. 


In this district there is general abundance of 
crops in great variety. There has already been 
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much harvesting and other crops have been 
satisfactorily progressing to maturity. It is 
reported that the greatest cereal crop in the 


history of Oregon, Washington, and Idaho is | 


now being gathered. In citrus fruits Valencia 
oranges are moving at highly satisfactory 
prices. Fresh fruits, melons, and vegetables 
are in large supply. 

Ordinarily such conditions would, ensure 
prosperity; war conditions, however, introduce 
elements of surprising uncertainty. The lack 
of bottoms for exports hampers the marketing 
of the cereal crops; warehouses are filling, and 
it is probable that grain will move slowly from 
growers’ hands. It seems reasonable to expect 
that delayed marketing may have a tendency 
to correspondingly delay trade activity. 

The prune crop is reported as abundant and 
good, with contract prices about 334 per cent 
less than last year. Canners buying of such 
fruits as peaches and apricots are naturally pro- 
portioned to orders in hand, which are reported 
to be approximately 334 per cent less than at 
this time last year. It is said that prices as 
low as $6 per ton are being paid for peaches, as 
against $18 per ton last year. It is asserted 
that more than the usual proportion of fruit 
will be dried, and some may even be thrown 
away. It is clear that large crops will not 
mean uniformly profitable results. A fair 
average, however, is had by high prices for 
some products offsetting low prices for others 





As a whole it is undeniable that this district is 
adding steadily and largely to its wealth. 

More hopeful expressions are received as to 
lumber, although there seems little tangible 
reason. One confident expression was based 
upon the larger activity in steel which, it was 
said, is always a precursor of increased activity 
in lumber. 

Chinese capitalists are said to be laying 
plans for a trans-Pacific line of steamers, and 
it has been suggested that they may buy the 
Pacific Mail steamers. More ships would be a 
great advantage to the Pacific coast. Never- 
theless, during the first six months of 1915 
exports from San Francisco totaled $39,000,000 
as against $24,000,000 for the same period in 
1914, imports increasing from $5,400,000 to 
$7,800,000. 

Bank clearings give a rough measure of trade 
activity. Total clearings for the four leading 
Pacific coast cities during the first six months 
of this year have been approximately 7 per 
cent less than for the first six months of 1914. 
This moderate curtailment of business is fur- 
ther evidenced by the considerable increase of 
idle funds in both national and State banks 
throughout the district. During this fall, as 
is usual each fall, there will, of course, be a 
considerable increase in the aggregate of loans, 
but there seems reason to believe that the 
available means of the banks of this district 
are such as to readily meet the requirements. 
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Movement of Principal Assets and Liabilities of 
the Federal Reserve Banks. 


The following diagrams illustrate the move- 
meni, of the principal assets and liabilities of 
the reserve banks during the present calendar 
year. The uppermost curve in the first group 
of diagrams indicates the growth since January 
8 of net deposits, and shows an increase from 
about 267.4 millions to 297.6 millions durmg 
the period to July 16. Notable gains of deposits 
are indicated for the second and third weeks 
in January, also for the second and fourth 
weeks in June. The latter increases were, how- 
ever, offset in part by a considerable decrease 
shown for the first week in July. 

The lowest curve, indicating the movement 
of the total gold reserve, is shown to rise during 
the first week in February, when the second 
instailment of member banks’ payments on 
account of capital was due, also during the 
entire month of June and the first week in July. 
The latter rise is due in part to the gain in 
deposits, noted for the same period, and in 
addition to the liquidation of investments in 
municipal warrants which fell due about that 
time. Between January 8 and July 16 the 
gold reserve of the system shows a gain of 28.7 
millions from 232.5 to 261.2 million dollars. 

The cash reserve curve runs practically 
parallel to the gold reserve curve and shows a 
gain during the same period of 37.2 millions 
from 250.5 to 287.7 million dollars. 

The second group of curves presents the 
movement of funds invested by the banks in 
commercial paper, bankers’ acceptances, mu- 
nicipal warrants, and United States bonds. 
These curves, except the lowest, indicate the 
cumulative totals of the several classes of 
investments. The lowest curve shows the 
weekly movement of the item “Commercial 
paper on hand,” while the uppermost curve 
shows the movement of all four classes of 
investments taken together. 





The amount of commercial paper held by the 
banks (exclusive of acceptances) increased 
from 9.9 millions on January 8 to 28.7 on 
July 16. The amounts held show a practically 
continuous increase. The amount of accept- 
ances held has increased rapidly since February 
19, when for the first time this type of paper is 
shown among the assets of the banks in the 
weekly statement. The largest holdings are 
reported for April 16. The subsequent week 
marks the beginning of a decline which, while 
not continuous, resulted in a reduction of these 
holdings to less than 9 millions, shown in the 
July 16 statement. 

The sharp break in the two upper curves of 
the second group after May 21 is due chiefly to 
the liquidation of funds invested in warrants, 
a large portion of which fell due during the last 
week of May. The weekly statement for May 
21 shows a maximum total of 28.5 million of this 
class of paper. Four weeks later the total had 
declined to almost one-third (9.7 million) and 
on July 16 stood at 14.4 millions. 

The investments in United States bonds, 
mainly of the 3 per cent type, show a slow 
though steady growth, the largest purchases 
dating back to the early part of the year. 

The movement of all funds invested in 
commercial paper, acceptances, and public 
securities shows a practically unbroken upward 
trend up to May 28 when a total of $64,000,000 
is shown which constituted about 142 per cent 
of the paid-in capital of the banks. On July 16 
the total of the earning funds had decreased to 
about $60,000,000, which is only about 110 per 
cent of the total paid-in capital reported on 
that date. 

The third diagram illustrates the comparative 
growth of individual deposits in the several 
classes of banks during the period 1900 to 1914. 
The figures on which this diagram is based are 
those shown in the annual reports of the 
Comptroller of the Currency. 


COMMERCIAL PAPER, BANK ACCEPTANCES AND INVESTMENTS SINCE BEGINNING OF CALENDAR YEAR 
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GOLD IMPORTS AND EXPORTS. 


The Bureau of Foreign and Domestic Commerce in the Department of Commerce has fur- 
nished the following advance tables showing the imports and exports of gold, classified under 
the head of ore, bullion, and coin, also the total gold imports by countries for the fiscal years 
ending June 30, 1913 to 1915. 


Imports and exports of gold in ore, bullion, and coin, fiscal year ending June 30, 1915. . 











IMPORTS. 


Maine one New Hampshire 
Marylan 








171, 568, 755 





157, 303 
400, 000 
39, 142, 668 
131, 200 


? 


42, 912 
40, 750 


68, 855 
493, 392 
2, 537,015 


5, 091 
627,517 


81, 913,617 91, 729, 482 
7, 808, 207 7,823, 727 





124, 536, 901 143, 229, 912 





10, 606 
2, 044, 186 
10 


























1 United States mint or assay office bars. 
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Imports and exports of gold by countries during the 12 months ending June 30, 1913, 1914, and 1915. 





1913 1914 











46, 905 
297; 800 
146, 224, 148 
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Below follows statement of classified imports and exports of gold for the weeks ending 
June 25, July 2, 9, 16, and 23, and the cumulative period January 1 to July 23, 1915. These 
data were furnished the Board by collectors of customs. 


Imports of gold, by customs districts, Jan. 1 to July 23, 1915. 


[In thousands of dollars. } 





Maine and New 
Hampshire. 


New York. 





For week ending June 25. 


For week ending July 2. 


Ore and base bullion....... 

Bullion, refined..... 

United States coin 
ign coin 


Co Saenger ape 


For week ending July 9. 


Foreign coin.............-- : 
OEE eka cacuzhccass 


For week ending July 16. 


Ore and base bullion 
Bullion, refined 
United States coin 
Foreign coin 


For week ending July 23. | 


Ore and base bullion.......)...... 
United States mint or. 


assay Office bars 
Bullion, refined 
United States coin 
Foreign coin 


Jan. 1 to July 23. 


Ore and base bullion 


United States mint | 


assay Office bars......... 
Bullion, refined 


United States coin......... 


Foreign coin..............- 


| Porto Rico. 


New Orleans. 


San Francisco. 


St. Lawrence. 


| Vermont. 











































































































16, 969 








1,803 | 19,179 | 7 | 3,732 








3,007 | 67/ 











1157, 758 





1 Includes $4,000 for Laredo, Tex. 
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Exports of gold, by customs districts, Jan. 1 to July 28, 1915. 
[In thousands of dollars.] 





Hawaii.|Alaska.| F Wash- Dakota. 





For week ending June 25. 


Bullion, refined, domestic 
United States coin 











For week ending July 2. 


Ore and base bullion 
Bullion, refined, domestic 
United States coin 








For week ending July 9. 
United States mint or assay office 
bars. 


Bullion, refined, domestic 
United States coin 























For week ending July 16. 
United States coin 
For week ending July 23. 


Ore and basejbullion 
hs States mint or assay office 








For 
United States coin 
Foreign coin 








Jan. 1 to July 23, 


ore and base bullion 
ted States mint or assay office 


— 
Bullion, refined: 
Pies. 


















































FEDERAL RESERVE BULLETIN. Avausr 1, 1915, 





ACCEPTANCES. 
Acceptances, by classes, held by the Federal reserve banks each week. 





Nonmember banks’ 
Member acceptances. 
banks’ 


accept- 





Trust 
companies. 





$161,000 | $9,173, 000 
161,000 | 9,770,000 
161,000 | 9,010, 000 
323,000 | _ 9,066, 000 
367,000 | 10,384,000 




















Acceptances indorsed by member banks: Trust companies’ acceptances, $176,000; private banks’ acceptances, $20,000; total, $196,000. 


Distribution of acceptances held by Federal reserve banks according to schedules on hand July 20, 1915, by classes of 
acceptors and sizes. 





= 
g 


‘ Over $5,000 | Over $10,000 
To $5,000. to $10,000. to $25,000. ’ Over $100,000. 





3 
Z 
g 
s 


Class of acceptors. 

















~ 


=S | Amount. 


~ 


8 | Sse 





| &eSS | amount. 


2,218, 579) 
27.5).... 24. 5}.... 


















































Amounts of acceptances held by the several Federal reserve banks at close of business on Fridays from June 25 to July 28, 1915. 
{In thousands of dollars.] 





Phila- | Cleve- | Rich- At- 
delphia.|, land. 


\ 





July 23 
Acceptances maturing after 30 days 
but within 60 days: 


605 
11,110 


2,041 
1, 683 
1,520 | 4,835 
1,609 | 4,613 
2,097 | 5,103 


~ 
SrOooS Pwwwo 


= 












































1 Includes $90,500 of acceptances maturing after 90 days but within 3 months, 
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Amounts of acceptances purchased by each of the Federal reserve banks from February 19 (date of first purchase) to June 
80, 1915, distributed by maturities. 


[In thousands of dollars.] 





ew | Phila- | Cleve-| Rich- | At- 
. \delphia.| land. e " 





en maturing within 30 
s: 














maturing after 60 da 
a oi fer antey 3 months: m 


February and March 4, 435 862 584 
April 20 792 412 116 

411 109 16 
2,507 493 16 


8,145 | 1,876 732 
10, 227 | 2,353 | 1,304 


















































PAPER CURRENCY OUTSTANDING. 


United States Treasurer’s monthly statement of paper currency of each denomination outstanding June 30, 1915. 





United States! T Treasury National 
notes. motes of 1890. 


3 
5 





* 
x 
se8% 


- 


aut | 
BES 


. 


cereeenee || 
sug, 
ese: 


| 
| 
| 


9, 540 
613 
160 
996 
632 
375 
700 
000 
000 | 


_ 
~~ 


= 
9. 
a) 
ss 
2S. 

s 


bo, 
8 
88 | ESSSSSSeSseE 


_ 


Roa) 
ES8 
Es 


FF 
B85 


& 
2 
= 





_ 





BS g 





Z| 8 


346, 681, 016 | 2, 254,000 | 


1 Redeemed but not assorted by denominations. 


bo 
= 
S 
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DISTRIBUTION OF REDISCOUNTS. 


The total amount of commercial paper re- 
discounted during the month of June was 
$13,404,000, or $1,258,300 in excess of the 
amount rediscounted during May, all of the 
banks, except Dallas and San Francisco, re- 
porting increased operations. 

Over 76 per cent of the paper rediscounted 
by the four eastern banks was 60-day paper 
as against 32.5 per cent for the four western 
banks and 40 per cent for the three southern 
banks. The San Francisco bank reports about 
33 per cent of this class of paper. 

Relatively large purchases by the Minneap- 
olis bank of agricultural and live-stock paper 
maturing after 90 days raise the proportion 
of this class of paper to 38.8 per cent of 
the total amount of rediscounts of the four 





27 per cent of the total rediscounts handled in 
May. 

The number of banks accommodated in- 
creased from 716 in May to 785 in June and now 
stands at 10.3 per cent of the total number of 
member banks. 

The relative work of the discount depart- 
ments is shown to some extent by the number 
of notes handled during each month, which is 
9,558 for May and 10,734 forJune. Of the total 
number of notes handled the share of the three 
southern banks was about 73 per cent in June 
as against 78 per cent in May, while of the total 
amounts handled the share of the three south- 
ern banks was about 66 per cent in June and 
over 68 per cent in May. 

The average size of the notes discounted in 


western banks and decrease the proportion ‘June by all the banks was $1,249, compared 
of this class of paper reported by the three | With $1,271 in the preceding month. The aver- 
southern banks from about 75 per cent for | ages vary between $681 for the New York bank 


the month of May to 62.4 per cent for June. 
While the percentages of the several classes 
of paper handled by all the banks during June 
vary but slightly from the percentages for the 
month of May, there are some quite material 
changes in the liquidity of the paper pur- 
chased by some of the banks. Thus, for exam- 
ple, the percentage of 30-day paper discounted 
by the Boston bank during the month of June 
increased to 47 per cent of the total from only 








and $3,043 for the San Francisco bank. Of the 
total number of notes rediscounted during June 
about 27 per cent, and of the total amount 
about 53 per cent, were notes in amounts of 
$1,000 to $5,000. Small notes (in amounts up 
to $250) constituted almost 32 per cent of the 
total number, though only 3.6 per cent of the 
total amount of notes rediscounted during the 
month. Over 84 per cent of the entire number 
of notes up to $250 was discounted by the three 
southern banks. 
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Commercial paper, exclusive of acceptances, rediscounted by each of the Federal reserve banks during the month of June, 1915, 
; 7 by sizes. 
NUMBER OF PIECES AND AMOUNTS. 
[In thousands of dollars. ]} 
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| 





Number of 


pieces. 
Number of 


Amount 
Number of 
Amount. 
| Number of | 
pieces 
Amount. 
Amount. 
Number of 
pieces 
Amount. 
pieces, 
Amount. 
Amount, 
Number of 
pieces. 
Per cent. 





| Number of 
pieces 

| Number of 
pieces. 





— 
$9 
w 
a 


Sees: 


Oo 
_ 
— 
> Or ee OD © © em + CO SD 
Es 
a 


gi 





Re 
SSBBsstSoaw 


Se 





Saws 
Suge 
$8 
o 
nom 
moO 
Sorococume FO 
$ cogs pono 
POI OOWOrK DWH 





Setseisuse 
S| SS82SEFSRS"S | Amount. 


MAI DN 
w 
385 





SESZIE8 





S2Rs 
> 





ee 

PSSSSaR5 
09 69 G0 bet met D> 00 09.E7 HE 09 OO 
room no to Boe! 0 


RET $44 


187 


~_ 
a 
FPP ern 


Xx 

um 
Bi 

X» 


46 42 : 
| $27.3) 1,861 ‘ ’ 1010 4,074.7 325) 2,273.1 
| 1 


8 
~ 








cr] MOM mAOmwb: 
&| s2skessSueex 
ao Crim 09 00 ONO DI COs Te 


3| PisgseeRags 


 ¥ 
° 


i] 
e 
Z 
i— 





























PERCENTAGES OF AMOUNTS OF EACH CLASS TO TOTAL. 
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Commercial paper rediscounted during June by each of the Federal reserve banks, distributed by States and maturities as of 
date of rediscount. 
[In thousands of dollars.} 

| | 





Number 
Districts and States. of member 
banks. 












































! Including 4.5 of paper, maturing within 10 days. 
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Comercilpaper rational during Sun by each of the Flea rar ban / diathibuted by Gtates and mnaturition as of 


[In thousands of dollars.) 
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1 Ineluding 5.0 of paper, maturing within 10 days. 
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Amounts of commercial paper held by each of the “eS reserve banks on the last Friday of the month of June, distributed 
maturities. 


[In thousands of dollars. ] 





Paper 
= “he 
Federal reserve bank. within 30 days but 

within 


z 
3 





4 
Pe | 
Px 
on 


mw OerID HK OsIwOoooO 
~ 
BEES er3.. 


“3 
SE 
at 


se 
BEB 
Snm~Ie wooo 
po 


Re 


oo CMON OAQIHWOAecr 
R I 
BRSe 


RERSNEBER 


— 
2S 
Cf] QWaIWawoorsew 


nw 


it 
s 


oa 
= 
oO 


» 
aS 
om 
+ 
=3 er st et esd 
BB) bS288 
BER 
- 
SPe: 
S| Se: 


~~ 











Ril ea o pew 


A od 
Py 
Fs 
om 
a 
> 
et res Gn 
BS s 
eCnwl 4IoO@mmooara 


OT ee 
we 
~ 
~ 
: 
_ 
2 











te 

~ 
~ 
ie 








246 RESOURCES AND LIABILITIES. Aveusr 1, 1915. 


. 








Resources and liabilities of each of the Federal reserve banks and of the Federal reserve system at close of business on Fridays 
July 2 to July 23. 


{In thousands of dollars.] 
RESOURCES. 





| { } 
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1 Items in transit, i. e., total amounts due from minus total amounts due to other F ederal reserve banks. 
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Resources and liabilities of each of the Federal reserve banks and of the Federal reserve system at close of business on Fridays, 
July 2 to July 23—Continued. 


{In thousands of dollars.] 
LIABILITIES. 
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CIRCULATION OF FEDERAL RESERVE NOTES. 
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81,945 
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FEDERAL RESERVE AGENTS’ ACCOUNTS. Avausr 1, 1915, 








Statement of Federal reserve agents’ accounts at close of business Fridays, July 2 to July 28. 
(In thousands of dollars.) 
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2E xclusive of $120,000 in the gold redemption fund with the Treasurer of the United States. 
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